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Corporate Profile
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Wing Hang Ngan Ho was first established in 1937 by the
late Mr ¥ K Fung in Guangzhou to carry on the business of a
money changer. Its early years proved to be difficult due to the
prevailing political and economical turbulent condition in China.
In 1945 the company re-established in Hong Kong with a capital
of HK$300,000 and & staff of nineteen and prospered during
the post war boom. In 1960 Wing Hang Bank was incorporated
and was granted a banking licence reaching the first milestone
in its future growth.

In 1973 the Irving Trust Company of New York acquired a
majority interest in the Bank and the partnership provided
Wing Hang with a stronger financial base and the expertise of
a major international bank. In 1979 the Head Office Building
was re-developed and provided much needed modern facilities
for its operations. In 1988 the Irving Trust Company merged
with The Bank of New York and became a stronger and more
diversified partner. [n July 1993, the shares of Wing Hang Bank
were listed on The Stock Exchange of Hong Kong. In August
2004, the Bank completed the merger of Chekiang First Bank, a
tocal bank noted for its solid credit history and strong portfolio.
This new acquisition provided the Bank with a greater scale and
coverage in the market. In January 2007, the Bank acquired
Inchroy Credit Corporation Ltd., a major financial institution
engaged in hire purchase and lease financing business. In
July 2007, The Bank of New York Company Inc. merged with
Mellon Financial Corporation to form The Bank of New York
Mellon Corporation further increasing its financial strength and
standing in the market.

Wwing Hang Bank is the holding company and the principal
operating company of the Group which provides a full range
of banking services. The Bank has a network of 40 branches in
Hong Kong, and its wholly-owned subsidiary, Wing Hang China
established in June 2007 in Shenzhen has a network of branches
in Shenzhen, Guangzhou and Shanghai. The Group's subsidiary,
Banco Weng Hang has been operating in Macau since 1941 and
has an extensive branch network in the territory. In addition,
through its other subsidiaries and affiliated companies the
Group provides nominee, deposit taking, offshore banking, hire
purchase, consumer financing, insurance and share brokerage
services.

At the end of 2007, the Group’s total assets and shareholders’
funds amounted to HK$139.7 hillion and HK$10.49 billion
respectively, net profit attributable to shareholders for 2007 was
HK$2,031 million.




Group Results in Brief

a0, (R )
Increase/
2007 2006 (Decrease) 2007
EEEN FOR THE YEAR HKSm HK$m % ussm
BRI RIS 2 SR F) Profit Attributable to Shareholders 2,031 1,661 22% 260.31
35 Dividends 1,012 830 22% 129.71
DEgRER PER SHARE HK$ HK$ % uss
BEXET Basic Earnings 6.89 565 22% 0.88
G HA R R HARG S, Interim and Final Dividends 3.43 2.82 22% 0.44
BRERE Net Asset Value 35.55 31.60 13% 4.56
RESTN AT YEAR END HKS$m HK$m % ussm
REAS Shareholders’ Funds 10,485 9,297 13% 1,343.8
JLECEN Total Deposits 120,096 107,475 12% 15,392.4
EPER Advances to Customers 74,574 58,638 27% 9,558.0
mEE Total Assets 139,657 122,151 14% 17,899.5
Hs RATIO % %
AR A LR Cost to Income Ratio 39.7 36.6
THFECH=R Return on Average Assets 1.53 1.47
FHBRRAGORR Return on Average Shareholders' Funds 205 189

m = million( & 4)

US$1.00 = HK$7.8023
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Five Year Group Financial Summary

ANET HKS$ million 2003 2004 2005 2006 2007
BRES Shareholders’' Funds 6,687 7,395 8,316 9,297 10,485
BER Total Deposits 77,477 84,395 91,201 107,475 120,096
EFEX Advances to Customners 46,612 49,189 54402 58638 74,574
maE Total Assets 88,737 95448 104,323 122,151 139,657
R A Operating Income 2,031 2,434 2,621 2,937 3,292
BEIMH Operating Expenses 712 1,033 976 1,074 1,306
RS pES 7 3 F Profit Attributable to the

Shareholders 864 1,167 1,349 1,661 2,031
;L85 Dividends 426 576 676 830 1,012
7 HKS$
BREREF Basic Earnings per Share 2.94 3.97 4.59 5.65 6.89
SRPHERARS Interim & Final Dividends

per Share 1.45 1.96 2.30 282 3.43
- &: -] Ratio
BiEth® Loan to Deposit Ratio 60.2 58.3 59.7 54.6 62.1
BAFELLER Capital Adequacy Ratio 15,7 15,7 14.9 15.2 16.7
TFHRESES R Average Liquidity Ratio 49.0 491 50.8 516 50.4
B AR B A b BB Cost to Income Ratio 35.1 42.4 37.2 36.6 39.7
THEEDHRER Return on Average Assets 1.27 1.29 1.35 1.47 1.53
EHpR R E s EEE Return on Average

Shareholders’ Funds 133 16.7 17.1 18.9 20.5
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HK$ million
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1.0
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0.5
30,000
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[ s
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EEEH EERA S BREERALLR

Operating Expenses/Operating Income/

Loan to Deposit Ratio Cost to Income Ratio
=p i HE
Percentage HK$ miflion Percentage
80 3,500 50
3,000
64 40
s e e 2,500
32 1,500 20
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B zEER s
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) s [ &zuA
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EERTEHAERED

RIBELE+ZAZ+—B - BERARRTZITRERRARITRATEMABRZN(GER REFRARGEHEXVE) 2B k1B
MG S - BAERBESFREEEDIEXVEETRSSBRANEFIRITREEHARSMARLNBIM Dz ER(2ERER
HEAEGRAZSRCESHREREERT ERRNE)  SREE S RRERFESHFREAZ AT A RITERZE
it 24 SRR TR ABRETESRSMBPETUN(HRETRDRANEFRITRBRMZEHRNT

Frisis (88 (EE BT
o] BA £ BERSEREM #EH© Hith i BERzESE
B R 2,982,000 - 230,000 650,000 - 3,862,000 1.31
BEge 3,000,000 60,000 180,000 325,000 - 3,565,000 1.21
FHEE - - - - 1,164,701 1,164,701 0.39
EXRE - - 80,000 395,000 - 475,000 0.16
fAEEs 224,000 100,000 80,000 10,000 - 414,000 0.14
PHe 71,500 - - - - 71,500 0.02
Bl &, -

(m RREDEBRRAOR-AAZFAANBR_F¥=FOAZFOa SRz BRA SR THF - FTRATREETHIET -
(2) BASTHEEASTR-_FIOTFOA-T - ARAZERSHHBRTHF - sHTN EQ EBHE AT -

(3) B - SERRAEEZ RGERABALTRBREAR AR - YKF Holding CorporationZTessel Inc BIAEREZSH/BEHA « HFL
ARAFRTRH 2 BERER T BERFIERI[F -

) B ERFRRE L2 KRERMES -

LA RESDRRE

B ESTEREN  R_2PELFTAZT -0 BERERAZTHERIEFZIBRA TR ERITRREMERZH(EER
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BREEAFTRTATREEMZ BRTAR L AL RABBEWIIMT

HEBTRE
kg TS il s4=| ZEHAR
BNY International Financing Corporation TR A 59,825,053 20.28
EEARIRTT RiEEM g 59,825,053 20.28
The Bank of New York Mellon Carparation DrEEAEAEL 59,825,053 20.28
Federal Trust Company Limited ZEEA 34,737,6000 84 11.78
REBBAT] FEA 24,156,00008% 8.19
G2 Trust Corporation ZEA 24,156,0000%4 8.19
YKF Holding Corporation TEEA 24,098,400z 0 8.17
Aberdeen Asset Management Pl BagE 23,512,529 7.97

HEpE R E]
AFERITREAFEAF RIBA 23,378,008 7.93
Aberdeen Asset Management Asia Limited wERR 22,815,000® 773
Tessel Inc. FEA 10,639,20002 &4 3.61
FidtE -

(1) BNY International Financing Corporation RERIBKIRTT 2 2 BB AR - ZEIGHRITAThe Bank of New York Mellon CorporationZ 2
AHBRE -

(2) Federal Trust Company Limited&Tessel Inc. RYKF Holding CorporationZ Z¥A « sk FHR17 (IR A)BR 2 FIAYKF Holding Corporations
TRz ZBEBEA -

(3 REBM T BGZ Trust CorporationF A -

{4 REAMADE] - YKF Holding CorporationEiTessel Inc & S1EH - HPSER - SERRAFEZEBERALATHREHEEFTRA -

{5} Aberdeen Asset Management Asia Limited8Aberdeen Asset Management PlcZ 2 MR 2 5] ¢

LB ARGEERARR -

BEXBEREN RIBRLFA-A=+—B BESIFABET2TRERMA - RUFHAZRTZITHARN  BRERA

TRARITRIS ARG+ - EEREEH RS EEEXVEE2RISBERIRITRBRIMAER 2 ES0XE - LHEEWRH
BAGHTENIEREERTARRBEER 8 2 RBRAER R ZEMFIRATMERTS 2 TR g -
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(i)  BROVRET A IEERQERZNZ FMHE -
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TS —x - RBREABCR_ST=SFMNATEEAL - Wi —HREEHERR - WRBESAHARTS - Rigdy
HEBXAEEF LR LR DE ik

R-FSLFE+-A=+—A  REZEEHHE TRIT2EREA13.793,000BKEFRITERTRFES 2HE+ -
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BREKE iTEERT—A
A {788 gz BX¥Z #FRA2 Z G g
31/12/2007  31/12/2006 BETAE KHBE BMHEE TEE S8WmE T ™A
BT T BT
3!
B 50,000 50,000  10/03/2001 - - 2360 29.00 -
40,000 40,000 15/03/2002 - - 2630 26.30 -
40,000 40,000  14/03/2003 - - 2650 26.50 -
50,000 50,000  21/05/2004 - - 43.80 43.80 -
50,000 50,000  14/01/2005 - - 51.25 50.75 -
IRE 40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 40,000 14/01/2005 - - 5125 50.75 -
HER 40,000 40,000  10/03/2001 - - 2360 29.00 -
30,000 30,000 15/03/2002 - - 2630 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.8D 43.80 -
40,000 40,000 14/01/2005 - - 5125 50.75 -
o)A f2 30,000 30,000  15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 2650 26.50 -
20,000 40,000  14/01/2005 20,000 - 5125 50.75 89.25
Hittf@a 60,000 60,000  10/03/2001 - - 2360 29.00 -
20,000 20,000  15/03/2002 - - 2630 26.30 -
40,000 60,000  14/01/2003 20,000 - 2580 25.70 95,85
170,000 220,000  21/05/2004 50,000 - 4380 43.80 91.77
50,000 50,000  14/01/2005 - - 5125 50.75 -
£0,000 85,000  28/01/2005 5,000 - 5025 49.80 96.55
990,000 1,085,000 95,000 -
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EEEBEH

RECHEZ BRERHD  SHEERETATETITRARENMBATRTRG - (FARYEFRBA/IRITEN 28
B RRESREFIN_STCFNA-T_OABRBERRFA - A FRITARGRNSE RS THBBLRIT TR RITR
FEHZ— - BURBHARERENAFEE+AT  BUTZBA AR -

2R3 BNENRZBEAH
Fi AR NEE 5%
R = F e ik 10%
#F B R AT 15%
£ B Hsest hiEF 20%
R BHEH AT 50%

RIBFLF+_A=1+—8 ZBTHEREAHAXRRITEATBASRITZROWT -

HIT#A BHE#E BsUETAa
31/12/2007 31/12/2006 BT A Za¥{EE
BT

p ¢
BiE 200,000 200,000 21/05/2004 42.80
450,000 450,000 23/01/2006 56.20
Txx 125,000 125,000 21/05/2004 42.80
270,000 270,000 23/01/2006 56.20
EER 100,000 100,000 21/05/2004 42.80
225,000 225,000 23/01/2006 56.20
I FREd 10,000 10,000 21/05/2004 42.80
Hibf@BR 60,000 60,000 21/05/2004 42.80
615,000 615,000 23/01/2006 56.20
140,000 - 20/01/2007 94.60

2,195,000 2,055,000

FEMRELIFARHH S NSRAER PETEESEN - UBATRITRS - ROERRETRESRDEEY —THMA - 224
TEEMAZHEAHE  CESHEHAREZANMEERNRERARRESA - BNREHHARMEREHSRIRS2RE -
S UATEAT 2 H E FE A R A B R A HNRR -
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Lorporate information

Board of Directors
Chairman
Dr Patrick ¥ B Fung
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Dr Cheng Hon Kwan, GBS, JP*
Mr Ambrose H C Lau, GBS, IP*
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* Independent Non-executive Directors
*  Non-executive Directors
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Certified Public Accountants

Registered Office
161 Queen’s Road Central
Hong Kong

Telephone: {(852) 2852-5111
Fax: (852} 2541-0036

Telex: 73268 WIHBA HX
SWIFT: WIHBHKHH
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The Stock Exchange of
Hong Kong Limited

Share Registrars

Computershare Hong Kong
Investor Services Limited

18/F, Hopewell Centre

183 Queen’s Road East

Hong Kong
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The Bank of New York Melton

BNY MELLON Shareowner Services
Church Street Station

P.O. Box 11258

New York, NY 10286-1258
Telephone: 1-212-815-3700
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Group
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Dr Patrick ¥ B Fung
Chairman and Chief Executive
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Director and Deputy Chief Executive
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Director and Senior General Manager

Mr Louis C W Ho
Director and Secretary
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LUAIU O ITCLLUND

Executive Directors

Dr Patrick Y B Fung

Chairman and Chief Executive

Aged 60. Obtained his MBA degree from University of Toronto
in 1973, and was awarded an Honorary Doctor of Business
Administration by the Hong Kong Polytechnic University in 2001
and an Honoerary Doctar of Laws by the University of Toronto in
2005. Joined the Bank in 1976 and was appointed a Director in
1980. Appointed Chief Executive in 1992, Chairman and Chief
Executive in April 1996, Chairman of numerous subsidiaries
within the Group. A Non-executive Director of Miramar Hotel
and Investment Company Limited and an Independent Non-
executive Director of The Link Management Limited. A member
of the Exchange Fund Advisory Committee (EFAC) and the EFAC
Financial Infrastructure Sub-Committee, a member of the Hong
Kong Tourism Board, a member of the Court of the Hong Kong
Polytechnic University, a member of the Dean’s Advisory Council
of the Facuity of Management at the University of Toronto,
a Council member and Honorary Court member of the Hong
Kong University of Science and Technology, Vice President
of the Hong Kong Institute of Bankers, a Co-opt member of
the Planning, Development and Conservation Committee of
the Urban Renewal Authority and a member of the Board of
Trustees of the Lord Wilson Heritage Trust. Son of the late Mr Y
K Fung, founder of the Bank.

Mr Frank ] Wang

Deputy Chief Executive

Aged 56. Obtained MBA degree from Cornell University in 1979.
Joined the Bank and appointed a Director and Deputy Chief
Executive in June 1999, Was previously with The Bank of New
York and has extensive credit control experience. A member of
the Executive Committes, Credit Committes and Management
Committee of the Bank. A member of Depaosit Taking Company
Advisory Committee,

Mr Michael ¥ S Fung

Senior General Manager

Aged 58. Obtained BA degree from Carlton University in
Ottawa, Canada. Joined the Bank in 1978 and appointed
a Director in 1992. A member of the Executive Committee,
Credit Committee and Management Committee of the Bank
and a Director of numerous subsidiaries within the Group. A
Member of the Board of Trustees of Shaw College, The Chinese
University of Hong Kong. Son of the late Mr Y K Fung, founder
of the Bank.
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Mr Louis CW Ho

Secretary and Deputy General Manager

Aged 71. Obtained an engineering degree from McGill
University in 1961, Joined the Bank in 1972 and appointed
a Director in October 1995. A member of the Management
Committee and Credit Committee of the Bank and a Director
and Secretary of numerous subsidiaries within the Group.
Appoinied an Honorary Adviser of The Chinese Gold and Silver
Exchange Society in july 2006. Brother-in-law of Dr Patrick Y B
Fung and Mr Michael ¥ S Fung.

Non-Executive Directors

Dr Cheng Hon Kwan, GBS, JP

Aged 80. Bachelor of Science in Engineering from Tianjin
University and Fellow of Imperial College London. Honorary
Fellow, Gold Medallist and Past President of The Hong Kong
Institution of Engineers. Fellow and Gold Medallist of The
Institution of Structural Engineers, Former Member of Executive
and Legistative Councils. Past Chairman of Land and Building
Advisaory Committee, Transport Advisory Committee, Hong
Kong Housing Authority, Councils of City University and Open
University of Hong Kong. Currently, independent Non-Executive
Director of Tianjin Development Holdings Limited, Agile Property
Holdings Limited, Hang Lung Group Limited and Hang Lung
Properttes Limited. Joined the Board of the Bank in 1987,

Mr Ambrose H C Lau, GBS, JP

Aged 60. Obtained LL.B degree from the University of London
and is a Solicitor of the High Court of the HKSAR, a China-
Appointed Attesting Officer and a Notary Public. The Senior
Partner of Messrs Chu and Lau, Solicitors and Notaries. Awarded
“Gold Bauhinia Star” by the HKSAR Government in 2001, A
Standing Committee member of the National Committee of the
Chinese People’s Political Consultative Conference . Mr Lau is
an Independent Non-executive Director of Beijing Enterprises
Holdings Limited, Glorious Sun Enterprises Limited, Guangzhou
Investment Company Limited, GZI Transport Limited, Qin Jia
Yuan Media Services Company Limited and The Hong Kong
Parkview Group Limited. Joined the Board of the Bank in 1996.



Dr Simon K Y Lee, MBE, P

Aged B0. Chairman of Sun Hing Group of Companies, Non-
executive Director of Pacific Basin Shipping Limited. President
of the Lions Eye Bank of Hong Kong and President of the Hong
Kong Society for the Deaf. Chairman of the Hong Kong Liver
Foundation. A member of the Court of the University of Hong
Kong. Past District Governar of Lions District 303 and Past
International Director of Lions Clubs International. Awarded
Honorary degree of Doctor of Social Science by the University
of Hong Kong in March 2006. Joined the Board of the Bank in
1991 and currently Chairman of its Audit Committee.

Mr Tung Chee Chen

Aged 65. Chairman and Chief Executive Officer of Orient
Overseas (International) Limited. An Independent Non-executive
Director of a number of listed companies, including Zhejiang
Expressway Company Limited, PetroChina Company Limited,
BOC Hong Kong (Holdings) Limited, U-ming Marine Transport
Corp., Sing Tao News Corporation Limited and Cathay Pacific
Airways Limited. Mr Tung was educated at the University of
Liverpool, United Kingdom, where he obtained a Bachelor's
degree in Science in 1964. He later obtained a Master's degree
in Mechanical Engineering from the Massachusetts Institute of
Technology in 1966. Joined the Board of the Bank in January
2004,

Mr Aloysius H Y Tse

Aged 60. A Fellow of the Institute of Chartered Accountants in
England and Wales, and the Heng Kong Institute of Certified
Public Accountants ("HKICPA™). A past president of the HKICPA.
Joined KPMG in 1976 and became a partner in 1984 and retired
in March 2003, Nen-executive Chairman of KPMG's operations
in the PRC and a member of the KPMG China Advisory Board
from 1997 to 2000. Also serves as Independent Non-executive
Director of a number of listed companies, including China
Construction Bank Corporation, China Telecom Corporaticn
Limited, CNOOC Limited, Linmark Group Limited and Sinofert
Holdings Limited. Currently Chairman of the International
Advisory Council of The People’s Municipal Government of
Wuhan. Joined the Board of the Bank in November 2004.

Mr Kenneth A Lopian

Aged 51. Obtained & BS degree from the University of Scranton
in 1979 and also attended The London Business School. Senior
Executive Vice President of The Bank of New York Mellon,
member of its Executive Committee, with responsibilities for
International Client Management and Global Strategic Sales.
Joined the Board of the Bank in March 2002.

Mr Andrew M Gordon

Aged 46. Obtained BA degree from the University of Exeter,
England in 1982. First joined The Bank of New York Mellon in
1985 in London and received credit training in New York. Has
taken on assignments in Hong Kong, London, Tokyo and now in
Hong Kong as Executive Vice President and General Manager of
the Hong Kong Branch of The Bank of New York Mellon. Joined
the Board of the Bank in October 2003.
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Dr Patrick Y B Fung

Chairman and Chief Executive

The Group achieved record profits in 2007, Profit attributable to
shareholders increased by 22.3 percent to HK$2,030.6 million
compared to HK$1,660.7 million in 2006. Earnings per share
rose 22.0 percent 10 HK$6.89. The Board has recommended a
final dividend of HK$2.47 per share. Together with the interim
dividend of HK$0.96 paid on 24th September, 2007, the total
dividend distribution amounts to HK$3.43 per share, 21.6
percent higher than the previous year.

The strong performance followed another year of robust
economic growth in Hong Kong. Real GDP grew by 6.2 percent
in the third quarter of 2007 following an annual growth
rate of 6.8 percent in 2006. Demand from consumption and
investments were strong. Export of goods and services grew
by 7.4 percent amid Mainland’s substantial economic growth.
Stock market turnover and investment also surged during
the year with more new company listings and ample market
liquidity. Despite the sub-prime mortgage crisis in the U.S.
and uncertainty over the health of its economy, local property
prices picked up substantially in the second half of the year as
home buyers and investors anticipated lower mortgage rates.
The unemployment rate fell to 3.4 percent while the inflation
rate advanced moderately to 3.8 percent in December from 2.3
percent a year ago.

Short-term U.S. interest rates surged in the third quarter of
2007 due to tighter liquidity in the money markets and Hong
Kong interest rates rose in paralfel with those in the U.S,
Subsequently, when the Federal Reserve started to cut interest
rates and injected liquidity to the market in September, Hong
Kong interest rates also began to falt in mid-October.
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The robust economy has led to an improvement in asset quality. This has also enabled Wing Hang Bank to achieve satisfactory asset
growth locally in areas such as residential and investment mortgages, share financing, consumer lending as well as its operations on
the Mainland and in Macau. However, the interest margin on loans, especially for mortgages, was under pressure as a result of high
liquidity and fierce competition.

The return on average assets and average shareholders' funds stood at 1.53 percent and 20.5 percent respectively. Other financial
ratios were also strong. The Group's capital adequacy ratio was 16.7 percent, the average liquidity ratio was 50.4 percent and the
loan to deposit ratio increased marginally to 62.1 percent following the acquisition of Inchroy Credit Corporation Ltd.

The Group's distribution network currently comprises 40 branches in Hong Kong, 13 branches in Macau and 4 branches and 2 sub-
branches in the Mainland. As at the end of December 2007 the Group employed a total of 2,833 staff.

In the year ahead, Asian economic growth should continue to improve despite uncertainties regarding the U.S. economy and tighter
rmonetary policies imposed by the Mainland. Gradual banking and financial liberalisation on the Mainland should provide more
opportunities for expansion,

We will continue to expand our business in high growth areas such as Macau and the Mainland. There are also opportunities to
broaden our customer base across our network of branches and wealth management centers through cross selling. This will enable us
to further diversify our fee income and expand our consumer lending businesses. Product innovation and excellent customer service
are critical to success in the banking business and these are two core areas that we will continue to focus on. At the same time, we
are keenly aware of the importance of maintaining a prudent lending policy.

Cost control is another important area for the Bank. We will achieve this by investing in information technology and streamlining our
operations,

I would like to take this opportunity to extend my gratitude to all my colleagues for their diligence and commitment in achieving our

record performance last year. | am indebted to the Board of Directors for their continued support and counsel. | am also grateful to
our shareholders who have continued to extend their trust and support to us.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 18th March, 2008
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Financial Review

For the year ended 31st December 2007, the Group achieved
record profits. Profit attributable to shareholders increased by
22.3 percent to HK$2,030.6 million compared to HK%1,660.7
million in 2006. Earnings per share rose 22.0 percent to
HK$6.89. The Board has recommended a final dividend of
HK$2.47 per share. Together with the interim dividend of
HK$0.96 paid on 24th September, 2007, the total dividend
distribution amounts to HK$3.43 per share, 21.6 percent higher
than 2006.

The Group's operating profit increased by 6.6 percent to
HK$1,984.4 million due to an increase in net interest income
as well as other operating income. Excluding the net loss from
financial instruments held for trading and measured at fair
value, the operating profit increased 20.9 percent over the same
period last year.

Deposit Mix

Foreign
Currency
45%

Hong Kong
Dollar
55%

Demand Deposit
10%

Savings
Deposit
15%

Time
Deposit
75%
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An increase in loan volumes offset lower interest margins
leading to a 13.7 percent increase in net interest income to
HK$2,417.5 miliion. The net interest margin fell from 1,95
percent to 1.90 percent as a result of mortgage re-pricing
pressure and a narrower spread between Prime and HIBOR.

As a result of record stock market turnover and a strong
performance by our wealth management service, other
operating income rose by 41.2 percent to HK$1,120.4 million.

The net loss from financial instruments held for trading and

measured at fair value stood at HK$246.3 million reflecting
markdown of debt investrents in collateralised debt obligations.

Loan Composition

[0 Non-domestic Loans 28% B Loans to Individuals 6%

O Loans to Corporate 6% B Residential - Individuals ~ 23%

B Commercial 1% B HOS & PSPS* 3%

01 Property Development B Trade Finance 4%
& Investment 18%

8 Share Financing 1%

*  Home Qwnership Scheme and Private Sector Participation Scheme




Total operating expenses increased by 21.5 percent 1o
HK$1,305.7 million mainly as a result of the acquisition of
Inchroy Credit Corporation Ltd. and investment in business
expansion. Consequently the Group's cost-to-income ratio
increased from 36.6 percent to 39.7 percent. Excluding the loss
from financial instruments held for trading and measured at fair
value, the cost-to-income ratio remained the same as last year at
36.9 percent.

Impairment losses and allowances charged on loans and
advances of HK$1.5 million remained unchanged due to higher
property prices and the continued improvement in the economy.
The charge-off ratio for credit cards decreased to 1.30 percent
of credit card receivables from 1.52 percent in 2006. The level
of impaired loans decreased to HK$0.33 billion, or 0.44 percent
of total loans and advances to customers,

Advances to customers increased by 27.2 percent to HK$74.6
billion amid satisfactory growth in residential and investment
maortgages, consumer lending and share financing as well as the
strong performance of our China and Macau operations. The
acquisition of Inchroy Credit Corporation Ltd. in January 2007
also contributed to this growth.

Total deposits increased 11.7 percent to HK$120.1 billion and
customer deposits also increased 11.7 percent to HK$114.0
biltion, with a substantial increase in both demand and savings
deposits. Deposit growth was partly fuelled by the higher
turnover in the stock market, an expanded branch network and
the successful promotion of the Elite Gold Banking concept
targating high-net-worth customers.

During the year, the Bank successfully completed an issue of
step-up perpetual subordinated notes with a nominal value
of US$400 million. The funds raised provide the Group with
considerable scope to expand our business while maintaining
an efficient capital structure, The Group’s capital adequacy ratio
stood at 16.7 percent as at 31st December 2007. In May 2007,
the Bank’s credit rating was raised one notch from A3 ta A2 by
Moody's Investors Service, Inc.

Business Review

Retail Banking

Qur retail banking operations recorded a 27.1 percent increase
in profit before taxation compared with 2006 largely as a
result of solid loan growth, a strong performance in wealth
management services and higher stock trading commissions.

In the first half of 2007 the residential mortgage business
performed very well achieving better pricing than in the
corresponding pericd in 2006. Although market competition
continued to be keen in the second half of the year, careful
strategic planning enabled the business to flourish. A direct
marketing program hoosted Home Ownership Scheme loan
growth by 38.3 percent. For the year as a whole the residential
mortgage business grew by 14.4 percent.

Activity on the local stock market was extremely buoyant in
2007. As a result, commission income from customer stock
trading services grew by 139.2 percent over the previous year.
In tandem with this growth, our demand and savings deposits
grew by 9.0 percent.

Several branches were renovated to create a more comfortable
environment for our customers. We will continue to focus on
branch network expansion as well as enhancement of our
existing branches. In addition there will be a sustained effort to
further improve the level of service to our customers and offer
more innovative products to meet their needs.

Grand Opening of Happy Valley Branch
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Wealth Management

Favourable economic conditions coupled with a buoyant equity
market sentiment led to strong demand for wealth management
products offering higher returns. As a result, our wealth
management business performed well achieving 55.9 percent
profit growth over the previous year, This excellent performance
resulted from private placements and investments bought by
high-net-worth customers, In addition, the introduction of the
Elite Gold Banking service helped to expand our customer base.
Maving forward, we commit to provide enhanced services and
more structured products to meet the needs and investment
objectives of our high-net-worth clients.

Consumer Finance

The Group continued to expand its personal loan business
through its wholly owned subsidiary Wing Hang Credit Limited
with the introduction of a series of tax and revelving loan
products. For the year under review, the company maintained
its leading position in the consumer lending market by achieving
13.0 percent growth in total loans. This was a reflection of
the successful promotional campaigns for both tax loan and
personal loan products. Brand building efforts and product
diversification were reinforced to sustain the company’s market
competitiveness.

Wing Hang Credit is committed to maintaining its position as a
market leader by delivering excellent customer service through
its network of 20 branches and business centers. The company
will further strengthen its market position by expanding its
customer base and exploring new sales channels.

Auto and Equipment Leasing

The Group's wholly owned subsidiary Wing Hang Finance
Company Limited, which engages in the auto and equipment
leasing business, specialises in providing financing to Hong
Kong manufacturers with operations in the Pearl River Delta
region. During the year, the company achieved 16.2 percent
growth in loan assets. Profitability for this fixed rate portfolio
was enhanced due to the lower cost of funds in the last quarter
of 2007.

Inchroy Credit Caorporation, which was acquired by the Group
in January 2007, maintained a stable business portfolio and
contributed better-than-expected returns.

The success of these two companies has enabled the Group

to become a market leader in the local auto and eguipment
financing sector.
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Corporate Banking

The Group's corporate banking customers are primarily small to
medium sized enterprises engaged in a broad range of industries
in Hong Kong, Macau and the Peart River Delta region. In 2007,
the corporate banking division recorded a 9.7 percent increase
in operating income. Our corporate customer base was further
broadened during the year attracting leading corpanies from
various trade and industrial sectors. A receivable financing
service was introduced to boost the trade business. The division
will continue to work jointly with Wing Hang Bank (China) Ltd
by providing trade services to corporations in both territories.

China

Loans for use in China increased by 30.5 percent to HK$12.1
billion due to strong demand as many of our long-standing
customers continue to expand their operations in the Maintand.
In June 2007, we reached a new milestone when Wing Hang
Bank (China) Ltd. was established in Shenzhen. Wing Hang Bank
(China) will offer a full range of RMB services to local residents.
This enables us to better service our existing custormers as well as
expand our customer base. At present, we have four branches
and two sub-branches in the Mainland.

Wing Hang Bank (China} will focus on expanding its deposit
base and increasing product variety in the wealth management
business. In the coming year, we plan to open more branches
and sub-hranches in the Pearl River Delta region. We also plan
to upgrade the Beijing representative office to full branch status.

Grand Opening of Wing Hang Bank (China} Ltd.




Wing Hang Insurance

It was another challenging year for the insurance business in the
face of keen competition. Bancassurance is one way to diversify
fee income and our aim is to offer a full range of insurance
services to our customers. During the year, our insurance division
managed to achieve a modest growth in business volume.

Our Insurance Agency Department was set up in Shenzhen in
2007 and has been running smoothly. This year we plan to
provide a comprehensive range of insurance services to our
customers in the Mainland.

Qur strategic investments in Wing Hang Zurich Insurance,
Hong Kong Life and Bank Consortium Trust achieved exceflent
returns in 2007. However, with uncertainty over the economic
environment in 2008, we expect it will be more challenging.

Wing Hang Share Brokerage

Wing Hang Share Brokerage, the Bank’s share broking arm,
achieved excellent growth of 139.2 percent in commission over
the previous year mainly due to the robust stock market and
pro-active promaotion of our services to customers. To further
improve efficiency, the brokerage division will continue to
upgrade its trading capacity and encourage retail investors to
execute transactions through automatic channels including the
Internet trading platform.

Treasury

The major source of income in the treasury business is from
services provided to customers in foreign exchange and treasury
products. In 2007 the treasury business experienced a difficult
year as a result of unrealised losses on financial instruments held
for trading and measured at fair value. Partially offsetting these
mark-to-market losses was an increase in net interest income
on our fixed-rate debt investments. The lower interest rate
environment should continue to benefit our fixed rate portfalio.

e vl ~—\. k A -
Inauguration of 'V-are one’ Wing Hang Youth Community Service
Project

Macau

In Macau, Banco Weng Hang continued to perform exceptionally
well amidst robust economic growth, In the first three quarters
of 2007 Macau’s GDP grew by 29.5 percent in real terms over
the previous year after recording 17.0 percent growth in 2006,
Profit before taxation increased by 34.7 percent to 383.2 million
Macau Patacas fuelled by the continuous expansion of the
leisure industry and the property market, Net interest income
grew by 20.2 percent while non-interest income grew by 63.8
percent partly due to an increase in fee income from wealth
management and share trading. Loans and deposits grew by
43.6 percent and 6.1 percent respectively from the end of 2006,

Corporate Social Responsibility

Wing Hang Bank, Ltd. is commitied to building a sustainable
business for our long-term future. This is through actions to
contribute positively to our communities and envircniment.

Our corporate social responsibility commitments in 2007
includes the contribution of over 7,000 hours by Wing Hang
Volunteer Teams to serve the community, including education
and family support.

In 2007, Wing Hang Bank, Ltd. has donated million dollars for
the improvement of healthcare, youth development and the
environment. One of our donations went to the “V-are one”
Wing Hang Youth Community Service Project, which was jointly
organised with Social Welfare Department, 10 encourage young
people to serve the community. Last year, the Project sponsored
over 100 projects in which more than 2,700 volunteers provided
services to 30,000 need people.

Wing Hang Bank, Ltd. always takes proactive actions in
environmental protection. We believe that carrying out “reduce,
reuse and recycle” consistently within our daily operation is an
effective way to care for the environment.

Our contributions have been recognised as a Caring Company
awarded by the Hong Kong Council of Social Service every
year since 2003. In the future, we will continue to strive for
outstanding corporate social responsibility achievements.
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The Directors have pleasure in presenting their report together with the audited financial statements for the year ended 31st
December, 2007.

Principal Place of Business
Wing Hang Bank, Ltd. {"the Bank") is a licensed bank incorporated and domiciled in Hong Kong and has its registered office and
principal place of business at 161 Queen’s Road Central, Hong Kong.

Principal Activities
The Bank and its subsidiaries {collectively referred 1o as “the Group") are engaged in commercial banking and related financial
services.

The analysis of the principal activities and geographical focations of operations of the Group during the year are set out in notes 20
and 35 to the financial statements.

Results

The profit of the Group for the year ended 31st December, 2007 and the state of the Group's and the Bank's affairs as at that date
are set out in the financial statements on pages 51 to 178. Particulars of dividends which have been paid or which are recommended
are set out in note 9 to the financial statements.

Major Customers
The Directors believe that the Group's five largest customers accounted for less than 30% of the Group's total income.

Fixed Assets
Details of the movements in fixed assets of the Group and of the Bank during the year are set out in note 22 to the financial
statements.

Capital and Reserves

Profit attributable to shareholders of HK$2,030,564,000 (2006: HK$1,660,716,000) have been transferred to reserves. Details of
the movermnents in capital and reserves of the Group and of the Bank during the year are set out in notes 31 and 32 to the financial
statements,

Charitable Donations
During the year, the Group made donations for charitable purposes amounting to approximately HK$1,100,000 (2006:
HK$1,129,000).

Directors
The Directors of the Bank up to the date of the report are shown on page 27.

The Directors retiring by rotation in accordance with the Bank’s Articles of Association are Dr Cheng Hon Kwan, Mr Andrew M
Gordon and Mr Aloysius H Y Tse. Retiring Directors are eligible and offer themselves for re-election.

Independent Non-executive Directors’ Fees

Each of the Independent Non-executive Directors of the Bank received HK$150,000 director’s fee. Each member of the Audit
Committee and Remuneration Committee received a fee of HK$150,000 and HK$20,000 for the year ended 31st December, 2007
respectively.
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Directors’ and Chief Executive’s Interests

As at 31st December, 2007, the interests of the Directors and the chief executive of the Bank in the shares and the underlying shares
of the Bank and any of its associated corporations {within the meaning of Part XV of the Securities and Futures Ordinance ("SFO")),
which were required to be notified to the Bank and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they were taken or deemed to have under such
provisions of the SFO), or which were required pursuant to Section 352 of the SFO to be entered in the register maintained by the
Bank referred to therein, or which were required to be notified to the Bank and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code™) were as follows:

Number of shares held % of issued
Name Persanal Farmnily Option®? Award? Other Total share capital
Patrick Y B Fung® 2,982,000 - 230,000 650,000 - 3,862,000 .31
Michael ¥ S Fung® 3,000,000 60,000 180,000 325,000 - 3,565,000 1.21
Simon K'Y Lee - - - - 1,164,701 1,164,701 0.39
Frank J Wang - - 80,000 395,000 - 475,000 0.16
Louis C W Ho® 224,000 100,000 80,000 10,000 - 414,000 0.14
Ambrose H C Lau 71,500 - - - - 71,500 0.02
Notes:
m Share options were granied to the Directors pursuani to the share option scheme adopted by the Bank on 9th June, 1993 and 24th April,

2003, The details of the share options are stated under the section headed “Share Option Scheme”.

{2) Share awards were granted to the Directors pursuant to the empicyee incentive plan adopted by the Bank on 22nd April, 2004, The details of
the share awards are stated under the section headed “Employee Incentive Plan”.

(3 Patrick Y B Fung, Michael ¥ S Fung and Louis C W Ho's spouse are also, together with other parties, eligible beneficiaries of the trusts of Po
Ding Co. Ltd., YKF Holding Corporation and Tessel Inc. The interests of these carporations in shares of the Bank are stated under the section
headed "Substantial Shareholders' Interests”,

(4) Shares are held through Dr Simon K Y Lee’s family trust.
All the interests stated above represent long positions.

Save as disclosed above, as at 315t December, 2007, nane of the Directors or the chief executive of the Bank and their associates
had any interests or short positions in any shares, underlying shares and debentures of the Bank or any of its associated corporations
(within the meaning of Part XV of the SFO), which were required to be notified to the Bank and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they were taken or deemed to have under such
provisions of the SFQ), or which were required pursuant to Section 352 of the SFO to be entered in the register maintained by the
Bank referred to therein, or which were required to be notified to the Bank and the Stock Exchange pursuant to the Model Code.
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Substantial Shareholders’ Interests

As at 315t December, 2007, so far as was known ta the Directors or the chief executive of the Bank, persons known to the Directors
(other than the Directors or the chief executive of the Bank as disclosed in the above), who had interests or short pasitions in the
shares or underlying shares of the Bank which would fall to be disclosed to the Bank under pravisions of Divisions 2 and 3 of Part XV
of the SFO, or recorded in the register kept by the Bank pursuant to Section 336 of the SFO and its interests were as follows:

% of issued

Name Nature of Interest Number of shares share capital
BNY International Financing Corporation Beneficial owner 59,825,053™ 20.28
The Bank of New York Interest in controlled 59,825,053 20.28
corporation
The Bank of New York Mellon Corporation Interest in controlled 59,825,053 20.28
corporation
Federal Trust Company Limited Trustee 34,737,6001284 11.78
Pc Ding Company Limited Trustee 24,156,000084 8.19
GZ Trust Corporation Trustee 24,156,000084 8.19
YKF Holding Corporation Trustee 24,098,400284 8.17
Aberdeen Asset Management Plc and its associates Investment manager 23,512,529% 7.97
Wing Hang Bank (Nominees) Limited Nominee 23,378,4002%4 7.93
Aberdeen Asset Management Asia Limited Investment manager 22,815,000® 7.73
Tessel Inc. Trustee 10,639,200@&4 3.61
Notes:
m BNY Internationat Financing Corporation is a wholly-owned subsidiary of The Bank of New York. The Bank of New York is a wholly-owned

subsidiary of The Bank of New York Mellon Corporation.

(2) Federa! Trust Company Limited is the trustee for Tessel Inc. and YKF Holding Corporation. Wing Hang Bank (Nominees) Limited is the
registered holder of certain shares on behalf of YKF Holding Corporation.

(3 Po Ding Company Limited is wholly-owned by GZ Trust Corporation.

(4) Each of Po Ding Co. L1d., YKF Holding Corporation and Tessel Inc. are trusts in which Patrick Y B Fung, Michael ¥ S Fung and Louis C W Ho's
spouse (together with other parties) are eligible beneficiaries.

(5) Aberdeen Asset Management Asia Limited is a wholly-owned subsidiary of Aberdeen Asset Management Plc.
All the interests stated above represent long positions.

Save as disclosed, as at 31st December, 2007, so far as known to the Directors or the chief executive of the Bank, there is no person
(other than the Directors or the chief executive of the Bank) who had interests or short positions in the shares and underlying shares
of the Bank which would fall to be disclosed to the Bank and the Stock Exchange under the provisions of Divisions 2 and 3 of Part
XV of the SFO or, who is, directly or indirectly, interested in 10% or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of any members of the Group.
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Share Option Scheme

Pursuant to the approved Share Option Scheme, the Board of Directors are authorised, at their discretion, to invite certain executives,
to take up options to purchase ordinary shares in the Bank as an incentive to them. The maximum number of shares in respect of
which options may be granted under the Share Option Scheme may not exceed 5% of the issued share capital of the Bank as at the
date of approval of the scheme. Prior to 1st September, 2001, the exercise price was 80% of the average closing price on the Stock
Exchange on the five business days immediately preceding the date of offer of such options. After 1st September, 2001, the exercise
price should be at least the higher of:

(i) the closing price of the shares on the Stock Exchange on the date of grant, which must be a trading day, and
{in the average closing price of the shares on the Stock Exchange for the five business days immediately preceding the date of
grant.

The options must be held for at least one year and can be exercised between the first and the tenth anniversaries of the date of
grant, and settled by physical delivery of shares. The amount payable on acceptance of the share option was HK$1.00. The share
option scheme was terminated on 24th April, 2003 and replaced by a new share option scheme for a period of 10 years with
amendments which complied with Chapter 17 of the Rules Governing The Listing of Securities {“the Listing Rules™) on the Stock
Exchange.

At 31st December, 2007, total number of ordinary shares available for issue under the Share Option Scheme is 13,793,000 or 4.7%
of the issued share capital of the Bank.

At 31st December, 2007, the Directors and ernployees of the Bank had the following interest in option to purchase the shares of the
Bank (market value per share at 31st December, 2007 is HK$116.7).
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Marketvalue  Weighted average
per share closing price
at date of at precading
No. of shares No. of shares No. of shares No.of  Exercise grant of day before
31/42/2007 3111212006 Date granted exercised  shares lapsed price options exercise date
HK$ HKS HKS
Directors
Patrick Y B Fung 50,000 50,000 10/03/2001 - - 23.60 29.00 -
40,000 40,000 15/032002 - - 26.30 26.30 -
40,000 40,000 14/03/2003 - - 26.50 26.50 -
50,000 50,000 21/05/2004 - - 43.80 43.80 -
50,000 50,000 14/01/2005 - - 51.25 50.75 -
Frank ] Wang 40,000 40,000 21/05/2004 - - 43.80 4380 -
40,000 40,000 14/0172005 - - 51.25 50.75 -
Michael ¥ S Fung 40,000 40,000 10/03/2001 - - 2360 29.00 -
30,000 30,000 15/0372002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
40,000 40,000 21/05/2004 - - 4380 43.80 -
40,000 40,000 14/01/2005 - - 51.25 50.75 -
Louis C W Ho 30,000 30,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
20,000 40,000 14/01/2005 20,000 - 51.25 50.75 89.2%
Other Employees 60,000 60,000 10/03/2001 - - 2360 29.00 -
20,000 20,000 15/03/2002 - - 2630 26.30 -
40,000 60,000 14/01/2003 20,000 - 25.80 25.70 95.85
170,000 220,000 21/05/2004 50,000 - 4380 4380 91.77
50,000 50,000 14/01/2005 - - 51,25 50.75 -
80,000 85,000 28/01/2005 5,000 - 50.25 49.80 96.55
990,000 1,085,000 95,000 -
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Employee Incentive Plan

Pursuant to the approved Employee Incentive Plan ("EIP”), the Board of Directors are authorised, at their discretion, to invite certain
executives, 1o take up awards to vesting ordinary shares in the Bank as incentive for them to remain in employment with the Bank.
The maximum number of awards that may be granted under the EIP may not exceed 1% of the issued share capital of the Bank for
the time being in issue within five years of the date of approval of the plan on 22nd April, 2004, The percentage of awards vested
between the sixth to the tenth anniversaries after the date of grant is as follows.

Date Percentage of award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%

At 31st December, 2007, the Directors and employees of the Bank had the following interest in awards to purchase the shares of
the Bank.

No. of awards No. of awards Fair value of awards
31/12/2007 31/112/2006 Date granted al date of grant
HK$

Directors
Patrick Y B Fung 200,000 200,000 21/05/2004 42.80
450,000 450,000 23/01/2006 56.20
Frank ) Wang 125,000 125,000 21/05/2004 42.80
270,000 270,000 23/01/2006 56.20
Michael ¥ S Fung 100,000 100,000 21/05/2004 42.80
225,000 225,000 23/01/2006 56.20
Louis C W Ho 10,000 10,000 21/05/2004 42.80
Other Employees 60,000 60,000 21/05/2004 42.80
615,000 615,000 23/01/2006 56.20
140,000 - 29/01/2007 94.60

2,195,000 2,055,000

The Group granted awards at no consideration for certain employees to acquire ordinary shares in the Bank under the EIP. The shares
will be acquired at a nominal value of HK$1.00 per share under the awards. The fair value of the awards was measured at the grant
date and is charged to the income statement and credited to shareholders’ funds between the grant date and vesting date. The cash
amount equal to the dividend that would have been paid during the period up to vesting are charged to the income statement as
bonus expenses on an accrual basis.
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Directors’ interests in Contracts
No contract of significance to which the Bank or any of its subsidiaries was a party and in which a Director of the Bank had a
material interest subsisted at the end of the year or at any time during the year,

Except for the above mentioned Share Option Scheme and the Employee Incentive Plan of the Bank, at no time duiing the year was
the Bank or any of its subsidiaries a party to any arrangements to enable the Directors of the Bank to acquire benefits by means of
the acquisition of shares in or debentures of the Bank or any other body corporate.

None of the Directors of the Bank has a service contract with the Bank.

Purchase, Sale or Redemption of Listed Securities
There were no purchases, sales or redemptions by the Bank or any of its subsidiaries, of the Bank's listed securities during the year
ended 31st December, 2007.

Code on Corporate Governance Practices
The Bank has complied throughout the year and adopted all the Code Provisions set out in Appendix 14 — Code on Corporate
Governance Practices of the Listing Rules except for certain deviations,

Information about the Bank's Corporate Governance is given under “Corporate Governance Report” on pages 43 to 48,

Compliance with the Banking (Disclosure) Rules

The Bank is required to comply with the Banking {Disclosure) Rules effective 1st January, 2007, which have superseded the
supervisory policy manual on financial disclosure issued by the Hong Kong Monetary Authority, The Banking {Disclosure} Rules set
out the minimum standards for public disclosure which authorised institutions must make in respect of the income statement, state
of affairs and capital adequacy. The financial statements for the financial year ended 31st December, 2007 comply fully with the
applicable disclosure provisions of the Banking (Disclosure) Rules.

Public Float
As at the date of this report, the Bank has maintained the prescribed public float under the Listing Rules, based on information that is
publicly available to the Bank and within the knowledge of its Directors.

Auditors

The financial statements set out on pages 51 to 178 of this annual report have been audited by KPMG.

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual General Meeting.

On behalf of the Board
Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 18th March, 2008
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Corporate Governance Practices

The Bank has complied throughout the year 2007 and adopted all the Code Provisions set out in Appendix 14 - Code on Corporate
Governance Practices of the Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange"), except for deviations in Code Provision A.2.1 (Segregation of roles of Chairman and Chief Executive
Officer) and Code Provision A 4.1 (Non-executive Directors should be appointed {or a specific term).

Directors’ Securities Transactions
The Bank has adopted for compliance by the Directors the code of conduct for dealings in securities of the Bank as set out in
Appendix 10 — Model Code for Securities Transactions by Directars of Listed Issuers (“Model Code”), of the Listing Rules.

The Directors have confirmed that they have complied in all respects with the Model Code for the year 2007,

Board of Directors

The Board of the Bank comprises eleven Directors. Biographical details of Directors and relationship among Directors are included
in the Annual Report under ‘Board of Directors’. Details of borrowing relationship with the Group are disclosed in note 36 to the
financial statements in the Annual Report.

The Board meets regulary and usually five times a year. Five meetings were held in 2007 and details of Directors’ attendance record
were as follows:

Executive Directors
Dr Patrick Y B Fung (Chairman), Mr Frank J Wang, Mr Michael Y S Fung and Mr Louis C W Ho attended all meetings.

Independent Non-executive Directors
Dr Cheng Hon Kwan and Mr Ambrose H C Lau attended all meetings. Dr Simon K Y Lee and Mr Aloysius H Y Tse attended four
meetings. Mr Tung Chee Chen attended three meetings.

The Bank has received from each Independent Non-executive Director an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules and the Bank considers these directors to be independent.

Non-executive Directors
Mr Kenneth A Lopian and Mr Andrew M Gordon attended all meetings.

All Directors are given a schedule for regular Board meetings at the beginning of the year. The required notice will be served for all
other Board meeting not originally scheduled.

All Directors are given an opportunity to include matters in the agenda for regular Board meetings. In respect of regular Board
meetings, an agenda and accompanying Board papers would be sent in full to all Directors in a timely manner and at least three days
before the meeting.

All Directors are entitled to have access to Board papers and related materials. Such papers and related materials are prepared in
such form and guality as will enable the Board to make an informed decision on matters placed before it. Where queries are raised

by Directors, steps would be taken to respond as promptly and fully as possible.

The Chairman is responsible for ensuring that Directors receive adequate information, which must be complete and reliable, in a
timely manner and he would ensure that all Directors are properly briefed on issues arising at Board meetings.
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Any matter that may be considered to give rise to a conflict of interest with a substantial shareholder or Director would be dealt with
by the Board at a meeting in the presence of Independent Non-executive Directors having no interest in the matter.

Minutes of Board meetings are kept by the Company Secretary and such minutes are open for inspection at any time on reasonable
notice by any Director.

Minutes of Board meetings and meetings of Board Committees record in sufficient detait the matters considered by the Board and
decisions reached, including any concerns raised by Directors or dissenting views expressed. Draft and final versions of minutes of
Board meetings are sent to ali Directors for their comment and records respectively, in both cases within a reasonable time after the
Board meeting was held.

All Directors have access to the advice and services of the Company Secretary with a view to ensuring that Board procedures, and all
applicable rules and regulations, are followed.

Every newly appointed Director of the Bank would receive a comprehensive briefing to ensure that he has a proper understanding
of the operations and business of the Bank and be fully aware of his responsibilities under statute, common law, the Listing Rules,
applicable legal requirements and other reguiatory requirements,

There is a procedure agreed by the Board to enable Directors, upon reasonable request, to seek independent professional advice in
appropriate circumstances, at the Bank’s expense. Separate independent professional advice would be provided to Directors to assist
the relevant Director or Directors to discharge his/their duties to the Bank.

Senior Management are brought into formal and informal contact with the Board members from time to time to enable the Board
members to make informed decisions. Senior Management also provide explanation and information to the Board, and enable the
Board to make an informed assessment of the financial and other information put before the Board for approval.

The Board of Directors has established a number of Committees including the Executive Committee, Audit Committee, Director
Nomination Committee and Remuneration Committee. The Executive Committee has established other Committees, to oversee the
day to day operations of the Bank, such as the Management Committee, Credit Committee and Asset and Liability Management
Committee. All Committees have specific terms of reference in order to ensure that the Committees will discharge their functions
praperly and to report back to the Board when appropriate, their decisions and recommendations.

The Bank has formalised the functions reserved for the Board and those delegated to management. it reviews those arrangements
on a periodic basis to ensure that they remain appropriate to the needs of the Bank.



Executive Committee
The Executive Committee meets regularly to review the management and performance of the Group. The Committee comprises of
the Chief Executive and two Executive Directors.

Under a resolution of the Board, the Executive Committee was granted such powers and authorities necessary for conducting and
managing the Group's normal banking and related business activities and specifically, but not limited to:

. to conduct normal banking and related business

. to review and approve human resources matters such as salary, compensation and promotion etc., cther than Directors and
senior management of the Bank

. to review and approve administrative matters such as capital expenditure, Board agenda, new business line etc.
. to review and approve financial matters such as investments, profit plan, issuance of capital and convertible debt securities
. to review all legal matters incidental to aforementioned activities, appointment of legal counsel in respect of all proceedings,

hearings concerning the Group
. recommendation on material capital expenditure, investments and other matters requiring Board approval

Credit Committee

The Credit Committee is responsible for assisting the Board to formulate the Group's risk appetite and strategies for managing the
credit risk. It is atso responsible for the implementation and maintenance of the Group's credit risk management framework. It also
participates in evaluating large credit applications and making credit decisions. The Committee is comprised of the Chief Executive,
three Executive Directors and the heads of Credit Administration Division and Risk Management Division.

Management Committee

The Management Committee meets regularly to review and approve the financial and business plans and major business and
operational initiatives. The Committee comprises of the Chief Executive, three Executive Directors, the Chief Financial Officer, and
the heads of Retail Banking Division, Informaticn Technology Division and Operations Division.

Asset and Liability Management Committee

The Asset and Liahility Management Committee (“ALMCQO™) is responsible for the implementation and maintenance of the overall
risk management framework relating to balance sheet structure, market risks, trading, funding and liquidity management across the
Group’s banking business. It recommends policy and guidelines to the Board. The Committee is comprised of the Chief Executive,
three Executive Directors, the Chief Financial Officer, the Treasurers, the heads of Retail Banking Division and Risk Management
Division.

Audit Committee

The Audit Committee of the Bank was formed in 1992 and consists of four Non-executive Directors namely Dr Simon K ¥ Lee as
Chairman, Dr Cheng Hon Kwan, Mr Andrew M Gordon and Mr Aloysius H Y Tse. No former partner of the Bank's external auditors
have been acting as a member of the Bank's Audit Committee before expiry of a period of one year commencing the later of the
date of his ceasing to be a partner of the firm or to have any financial interest in the firm.

The Audit Committee of the Bank has clear terms of reference and is accountable to the Board. The Committee meets regularly
with the Executive Director, Chief Financial Officer, Chief Internal Auditor and the external auditors to review and discuss the
financial performance of the Group, consider the nature and scope of audit and the effectiveness of the systems of internal control,
risk management and compliance. The Committee also discusses matters raised by the internal auditors, external auditors and the
regulators and ensures that all audit recommendations are implemented.
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Four meetings of the Audit Committee were held in the year 2007. Mr Andrew M Gordon and Mr Aloysius H Y Tse attended all the
meetings, Dr Simon K Y Lee and Dr Cheng Hon Kwan attended three.

The work of the Audit Committee during 2007 included review of the financial results of the Wing Hang Bank Graup for the year
ended 31st December, 2006 and the annual result announcement; and review of the interim results for the six months ended 30th
lune, 2007 and the interim result announcement. Compliance with the financial disclosure requirements under the new Banking
(Disclosure) Rutes was also discussed in the Audit Committee meeting.

The Audit Committee reviewed and approved the internal audit plan for 2008. The revision to the Internal Audit Charter was also
reviewed and approved. The Commiitee had also discussed the audit coverage of the newly acquired subsidiary, Inchroy Credit
Corporation Limited, and the newly incorporated subsidiary in the PRC, Wing Hang Bank (China) Limited.

The Audit Committee monitored the external auditors' independence, objectivity and the effectiveness of the audit process in
accordance with applicable standards, and approved their remuneration.

The Committee reviewed the work, findings and recommendations of the internat auditors and the credit examination team of the
Risk Management Division of the Bank. The findings and recommendations of the external auditors in the management letters and
the regulators in the examination reports were also reviewed and followed up.

In respect of nternal control and risk management, the Committee reviewed the internal control system of the Bank, including
the risk management framework, the operational controls, and the risk management systems, and discussed these with Senior
Management. The Committee also reviewed the result of the independent review and verification of the internal control self-
assessment result of the risk managers as documented in the 2007 Annual Review on Internal Control report. The Committee
met with the Hong Kong Monetary Authority in late 2007 to exchange and discuss issues relating to internal control and risk
management, shared their observation in the review on market practices in the banking industry, and was briefed on issues of new
supervisory focuses.

During 2007, there was no disagreement between the Board and the Audit Committee on the selection, appointment, resignation
or dismissal of the external auditors.

The Audit Committee is provided with sufficient resources, including the advice of external auditors and the support of Internal Audit
Division, to discharge its duties.

Full minutes of Audit Committee meetings are kept by the Secretary of the Committee. Draft and final versions of minutes of the
Audit Committee meetings are sent to all members of the Committee for their comment and records respectively, in both cases
within a reasonable time after the meeting.

Full terms of reference of the Audit Committee, which includes the requirement under the Code Provisions C.3.3, are available on
the Bank's website: www.whbhk.com.

Director Nomination Committee

The Director Nomination Committee was formed in December 2002 and consists of three Independent Non-executive Directors
namely Dr Simon K Y Lee as Chairman, Dr Cheng Hon Kwan and Mr Ambrose H C Lau. The Director Nomination Committee is
responsible for reviewing and recommending to the Board appeintment of all new Directors, Chief Executive, Deputy Chief Executive
and Group Executive. No meeting was held in 2007.
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Remuneration Committee

The Remuneration Committee was formed in 1995 with specific written terms of reference. The Committee consists of two
Independent Non-executive Directors namely Dr Cheng Hon Kwan as Chairman and Dr Simon K Y Lee. The Committee meets once
a year to make recommendations to the Board on the Bank’s policy and structure for remuneration of all the Directors and Senior
Management of the Bank.

Both members attended the Remuneration Committee meeting in January 2008. The Bank’'s emolument policy aims to ensure
that the level of remuneration is sufficient and market competitive. The Committee reviewed and approved performance-based
remuneration of Directors and Senior Management of the Bank by reference 1o corporate goals and objectives resolved by the Board
from time to time. Factors such as emoluments paid by comparable banks including long-term incentives schemes were considered
with reference to the business performance.

The Remuneration Committee would consult the Chairman and Chief Executive about their proposals relating to the remuneration
of other Executive Directors and Senior Management and have access to professional advice if considered necessary. The Committee is
provided with sufficient resources to discharge its duties.

Full terms of reference of Remuneration Committee, which includes the requirement under Code Provisions B.1.3, are available on
the Bank's website: www.whbhk.com.

Internal Controls
The Directors are respansible for internal control of the Bank and its subsidiaries and for reviewing its effectiveness.

Procedures have been designed for safeguarding assets against unauthorised use or disposition; for maintaining proper accounting
records; and for ensuring the reliability of financial information used within the business or for publication. The procedures provide
reasonable but not absolute assurance against material errors, losses or fraud. Procedures have also been designed to ensure
compliance with applicable laws, rules and regulations.

Systerns and procedures are in place in the Group to identify, control and report an the major types of risks the Group faces. Risk
management policies and major risk contro! limits are approved by the Board.

Business and functional units are responsible for the assessment of individual types of risk arising under their areas of responsibility
and the management of such risks in accordance with the risk management procedures. The relevant risk management reports are
submitted to the Management Committee, Credit Committee, Assets and Liabilities Management Committee, Executive Commitiee
and the Board for monitoring the respective types of risk.

More detailed discussions on the policies and procedures for management of each of the major types of risk the Group faces,
including credit, market, liquidity and operational risks, are included in note 37 to the financial statements in the Annual Report.

A review of the effectiveness of the Bank's internal control system covering all controls, including financial, operational and
compliance and risk management controls, is conducted annually. The review at the end of 2007 was conducted with reference
to the COSO (The Committee of Sponsoring Organisations) internal control framework, which assesses the Bank's internal control
system against the five elements of control environment, risk assessment, control activities, communication and monitoring. The
result has been reported to the Audit Committee and the Board.
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Internal audit plays an important role in the Bank’s internal control framework. It monitors the effectiveness of internal control
procedures and compliance with policies and standards across all business and operational units. Management is required to provide
the internal audit function with written confirmation that it has acted fully on all recommendations made by external auditors and
regulatory authorities. The internal audit function also advises management on operational efficiency and other risk management
issues. The work of the internal audit function is focused on areas of greatest risk to the Bank as determined by risk assessment. The
Chief Internal Auditor reports to the Chairman and the Audit Committee. Copy of the minutes of the Audit Committee meeting wil
also be sent to the Board for information.

Chairman and Chief Executive

Dr Patrick ¥ B Fung is the Chairman and Chief Executive of the Bank, The Board considered that the non-segregation would not
result in considerable concentration of power in one person not only because of the presence of Independent Non-executive
Directors but also that The Bank of New York Mellon, a substantial shareholder, is represented by two Non-executive Directors. There is
a balance of power and authority such that no one individual has unfettered power of decision. Non-segregation has the advantage
of a strong and consistent leadership which is conducive to making and implementing decisions quickly and consistently.

Non-executive Directors

The functions of Non-executive Directors include but not limited to the requirement under Code Provisions A.5.2. The term of office
for Non-executive Directors are the same as for all Directors (i.e. no specific term and subject to retirement from office by rotation
and be eligible for re-election in accordance with the provisions of the Bank's Memorandum and Articles of Association). At every
Annual General Meeting, one-third of the Directors for the time being or, if their number is not a multiple of three, then the number
nearest to but not exceeding one-third shall retire from office.

In accordance with the provisions of the Bank’s Memaorandum and Articles of Association, new Directors appointed by the Board are
required to be re-elected at the first general meeting after their appointment.

Auditors’ Remuneration
An analysis of remuneration in respect of audit and non-audit services provided by the external auditors is included in note 5 to the
financial statements in the Annual Report.

Directors’ responsibility for the Financial Statements

The Directors acknowledge their responsibility for the preparation of the financial statements of the Group and ensure that the
financial statements are in accordance with statutory requirements and applicable accounting standards. The statement of our
Auditors about their responsibility on the financial statements is included in the Independent Auditor’s Report.

Communication with Shareholders

The Bank establishes and maintains different communication channels with its shareholders through the publication of annual and
interim reports and press releases. Such information is also available on the Bank's website. Annual General Meeting {the "AGM™)
is a valuable forum for the Board to communicate with the shareholders. Chairman of the Board and Executive Directors, Chairman
of Audit Committee, Director Nomination Committee and Remuneration Committee or members of such committees are available
at the AGM to answer shareholders’ questions. Separate resolutions are proposed at the AGM on each substantially separate issue,
including the election of directors.

Procedures for conducting a poll and the rights of shareholders demanding a pell are included in the circular despatched together

with the annual report to shareholders. The Bank’s registrars is present at such meeting as a scrutineer to ensure that the proper
procedure is being followed.
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To the shareholders of Wing Hang Bank, Limited
{Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Wing
Hang Bank, Limited {“the Bank") set out on pages 51 to 178,
which comprise the consofidated and the Bank balance sheets
as at 31st December, 2007, and the consolidated income
statemnent, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

Directors’ Responsibility for the Financial
Statements

The directors of the Bank are responsible for the preparation
and the true and fair presentation of these financial statements
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public
Accountants and the Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and
fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made solely to
you, as a body, in accordance with section 141 of the Hong
Kong Companies Ordinance, and for no other purpese. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Keng Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.
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An audit involves performing procedures to abtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation
and true and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit apinion.

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Bank and of the Group
as at 31st December, 2007 and of the Group's profit and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the Hong Kong Companies QOrdinance.

KPMG
Certified Public Accountants

8th Floor, Prince's Building
10 Chater Road
Central Hong Kong

18th March, 2008
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For the year ended 31st December, 2007

(Expressed in thousands of Hong Kong doflars unless atherwise stated)

Interest income
Interest expense

Net interest income

Other operating income

Net (losses)gains from financial
instruments held for trading and
measured at fair vatue through
profit or loss .

Non-interest income

Operating income
Operating expenses

Operating profit before impairment
losses and allowances charged on
loans and advances

Impairment losses and allowances
charged on loans and advances

Operating profit

Gains on revaluation of investment
properties and disposal of
tangible fixed assets

Gains on disposal of available-for-sale
financial assets

Share of net profits of associated
companies

Profit before taxation
Taxation

Profit after taxation

Profit attributable to:
Shareholders of the Bank
Minority interests

Profit after taxation

Dividends attributable to the year:
Interim dividend paid during the year
Underprovision of final dividend

in respect of the previous year
Final dividend proposed after
the balance sheet date

Earnings per share
Basic
Diluted

Dividends per share
Interim
Proposed final

7153

Notes

5(a)
5(b)

5(c)

5(d)

5(h

18(e)

88&32

12

2007 2006
(E#)

(restated)

7,323,415 6,159,000
(4,905,881) (4,033,102)
2,417,534 2,125,898
1,120,427 793,717
(246,302) 17,832
874,125 811,549
3,291,659 2,937,447
(1,305,724) (1,074,369)
1,985,935 1,863,078
(1,530) {773)
1,984,405 1,862,305
204,932 54,222
39,708 13,773
115,178 50,951
2,344,223 1,981,251
{310,982) (319,138)
2,033,241 1,662,113
2,030,564 . 1,660,716
2,677 1,397
2,033,241 1,662,113
283,151 241,260
80 96
728,562 588,441
1,011,793 829,797
HKS HK$

6.89 5.65

6.83 5.60

0.96 0.82

2.47 2.00

3.43 2.82

The notes on pages 56 to 178 form part of these financial statements.
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As at 31st December, 2007

{Expressed in thousands of Hong Kong doflars uniess otherwise stated)

ASSETS

Cash and halances with banks, central banks
and other financial institutions

Placements with banks; central banks and
other financial institutions

Trade bills

Trading assets

Financial assets measured at fair value
through profit or loss

Advances to customers and other accounts

Held-to-maturity and available-for-sale
financial assets

Investments in associated companies

Tangible fixed assets
- investment properties
— Other properties, plants and equipment

Goodwill

Current tax recoverable

Deferred tax assets

Total assets

EQUITY AND LIABILITIES

Beposits and balances of banks, central banks
and other financial institutions

Deposits from customers

Certificates of deposit issued

Trading liabilities

Current tax payable

Deferred tax liabilities

Other accounts and provisions

Subordinated liabilities

Total liabilities

Share capital
Reserves

Shareholders’ funds
Mingrity interests

Total equity

Total equity and liabilities

Patrick Y B Fung

s
Notes 2007 2006
(BER)
(restated)
13 3,306,767 2,253,725
14 28,942,740 27,525,225
15 363,545 370,549
16 1,034,757 738,392
17 6,700,285 5,382,956
18(a) 76,775,985 60,704,258
19 18,891,888 22,218,593
21 298,189 197,906

22

286,898 258,390
1,742,570 1,635,398
23 1,306,430 847,422
7 151 1,074
7(d) 7.057 16,679
139,657,262 122,150,567
24 2,817,714 1,692,887
25 113,968,986 102,066,947
26 3,309,204 3,715,303
27 765,344 590,899
7(c) 153,879 152,706
7(d) 188,564 105,274
28 2,286,646 1,881,978
29 5,658,889 2,527,850
129,149,226 112,833,844
31 294,964 294,221
32 10,190,387 9,002,494
10,485,351 9,296,715
22,685 20,008
10,508,036 9,316,723
139,657,262 122,150,567

Chairman and Chief Executive

IR BERBTTBAEE
RER HERBREETR
EEA ] BEERET

FSeREF 178 B ZHtHs A M I R — 85 -
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Frank J Wang
Michael ¥ $ Fung
Louis C W Ho

Director and Deputy Chief Executive
Director and Senior General Manager

Director and Secretary

The notes on pages 56 to 178 form part of these financial statements.




Balance Sheet

RoFE+F+=-R=+—H
(LB FITLFUR - BHRES)

As at 31st December, 2007
(Expressed in thousands of Hong Kong dollars unless otherwise stated)

Fite
Notes 2007 2006
(EH)
(restated}
"E ASSETS
B BRERBITEE - RRIRTT Cash and balances with banks, central banks
EHMGSBRIBEBIE and other financial institutions 13 1,976,792 1,691,086
TEHFMSRTRE - FRRT Placernents with banks, central banks and
BEHM S BEEIIE other financial institutions 14 26,521,117 27,444,689
BRTE Trade bills 15 303,208 323,718
BEERZEE Trading assets 16 1,034,460 749,578
RAaFEAERABRSZ&/® Financial assets measured at fair value
HE through profit or loss 17 6,700,285 5,382,956
EEER R EMAIRE Advances to customers and other accounts 18(a) 45,302,894 46,524,605
bl Pl Amounts due from subsidiaries 15,271,307 7,285,939
BHENHARTHEESR Held-to-maturity and available-for-sale
AE financial assets 19 16,545,014 19,527,597
ol NI Investments in subsidiaries 20 3,113,060 682,707
ok SN B Investments in associated companies 21 253,888 174,000
BRETHE Tangible fixed assets 22
—iEEmE - Investment properties - 10,380
—Hib¥  MREGEH - Other properties, plants and equipment 1,045,065 1,116,282
5k Goodwill 23 847,422 847,422
BIEPIHEEE Deferred tax assets Hd) . - 9,452
REE Total assets 118,914,512 111,770,411
REEEEREMR EQUITY AND LIABILITIES
IR PRETREMER Deposits and balances of banks, central banks
W7 ER and other financial institutions 24 1,175,558 1,673,424
BEFEH Depasits from customers 25 89,332,555 81,184,068
CRITERE Certificates of deposit issued 26 3,109,220 3,720,276
BEREg AR Trading liabilities 27 764,982 592,379
Pt BB Current tax payable 70 50,763 106,086
EEREAR Deferred tax liabilities 7(d) 71,099 79,012
HALRRTA R Other accounts and provisions 28 1,315,527 1,133,815
D)= NGIEEE N Amounts due to subsidiaries 12,285,232 16,100,651
®BNAaR Subordinated liabilities 29 3,123,142 -
BaiE Total liabilities 111,228,078 104,589,711
BR Share capital 3 294,964 294,221
5] Reserves 32 7,391,470 6,886,479
PEERR Total equity 7,686,434 7.180,700
MBS HIES R BE Total equity and liabilities . 118,914,512 111,770,411

BER  HEEHETREY

Patrick Y B Fung

Chairman and Chief Executive

IRE BHERETTHER
RizE BEFRBRBET
fA5E HERLH

Frank J Wang Director and Deputy Chief Executive

Michael Y S Fung Director and Senior General Manager

Louis CW Ho Director and Secretary

HS6RZE VT8 T MR A B R - 50 -

The notes on pages 56 to 178 form part of these financial statements.

53




5 IR i R ®

Consolidated Statement of Changes in Equity
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For the year ended 31st December, 2007
(Expressed in thousands of Hong Kong dollars uniess otherwise stated)

B3

Notes
Total equity as at 1st January

Unrealised {(losses)/gains on revaluation

of available-for-sale financial dssets

net of deferred tax 32
Gains transferred from investment revaluation

reserve to consolidated income statement

on disposal of available-for-sale financial assets 32
Unrealised gains on revaluation of

bank premises 32
Deferred tax credited/{charged) to bank premises

revaluation reserve . 32
Effects of foreign exchange rate changes 32

Net (expenses)income recognised directly
in equity
Net prefit for the year

Total recognised income and expenses
for the year

Dividends declared and approved

during the year 32
Proceeds on shares issued under

Share Option Scheme 31 &32
Share premium under Employse

Incentive Plan 32
Shares issued in lieu of dividends 31&32

Dividends paid to minority interests
Total equity as at 315t December

Total recognised income and expenses
for the year attributable to:
Sharehelders of the Bank
Minarity interests

2007 2006
9,316,723 8,338,051
(36,436) 14,378
(13,183) (11,890)
- 11,010
318 (1,440)
394 1,098
(48,907) 13,156
2,033,241 1,662,113
1,984,334 1,675,269
(871,672) {711,789}
3,982 6,327
13,870 12,365
60,799 -
- {3,500)
10,508,036 9,316,723
1,981,657 1,673,872
2,677 1,397
1,984,334 1,675,269

The notes on pages 56 to 178 form part of these financial statements.
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Consolidated Cash Flow Statement

BE_RP+FEL=A=+—H1LFF For the year ended 31st December, 2007
(BUBHF TSR - SRR {Expressed in thousands of Hong Kong doflars unless atherwise stated)

Rt
Notes

EeEamORL)  mAZERER® Net cash (outflow)inflow from operating activities 34(a)

BEEE investing activities
FRBARBLREDNERER Payment for purchase of a subsidiary, net of
BzRE cash acquired 34(b}
BAREZEHMAREIHERE Purchase of held-to-maturity and
RAE available-for-sale financial assets
HEEMEREETIHE ROH Sale and redemption of heid-to-maturity and
HESRMAE available-for-sale financiai assets
BEOTERZRS Dividends received from an associated company
kNG New loans to associated companies 21
b NG g = Loan repaid by an associated company 21
RAAY R AR Purchase of properties and equipment
HEMERERE Sale of properties and equipment
BigEEEmmA (Rt )ZREFE Net cash inflow/(outflow) from investing activities
mAEEH Financing activities
FrykilAam Issue of subordinated liabilities
(TR 2 A Issue of new shares under Share Option Scheme 3t
ZifRe R Dividends paid
M BAR R X+ Z RS Dividends paid to minority interests
itiEmAa e Interest paid on subordinated liabilities
BEREEBMREA R ZHEBE Net cash inflowAoutflow) from financing activities
ReRFRERGHESHEH Increase in cash and cash equivalents
MERERARSFEAR A HER Cash and cash equivalents at 15t January
ERPE S Effects of foreign exchange rate changes
BeRERASHEEM2A31HEE#H  Cash and cash equivalents at 31st December 34{c)

RERERRERE 234

RERFREITRR - PREIT

B & RS TR

FFER A3 A RSB ERER

WITRI% - PRI|TR

Analysis of the balances of cash and cash equivalents
Cash and balances with banks, central banks and
other financial institutions :
Placements with banks, central banks and other
financial institutions with an original maturity

Hitt & Relgi® within three months
BEERAIBAARIMZEATH  Treasury bills with an original maturity within
three months
FAEsEIgngnless Cash flows from operating activities included:
B HLR Interest received
[=ARE TSN Interest paid
B U8, Dividend received

FESEAEF 178 H MMM EM BRRN—EH -

2007 2006
(2,456,067) 10,343,333
(1,348,448) -
(2,849,001) (5,535,348)

6,409,888 1,927,217
42,000 -
(131,355) -
51,467 -
(425,790} {255,228)
469,862 82,918
2,218,623 (3,780,441)
3,104,204 -
3,982 6,327
{810,873) (711,789)
- {3,500)
(264,804) (134,029)
2,032,509 (842,991}
1,795,065 5,719,901
26,697,151 20,968,190
8,291 9,060
28,500,507 26.697.151
3,158,664 2,182,173
22,915,352 23,288,277
2,426,491 1,226,701
28,500,507 26,697,151
7,242,339 6,070,092
4,822,413 4,066,319
5,088 8,420

The notes on pages 56 to 178 form part of these financial statements.
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1.

For the year ended 31st December, 2007
(Expressed in thousands of Hong Kong doliars unless otherwise stated)

Principal activities
The Bank and its subsidiaries (together referred to as "the Group™}) are
engaged in commercial banking and related financial services.

Principal accounting policies

(a)

Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards ("HKASs*), and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with the
applicabte disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kang Limited (“the
Listing Rules”}. A summary of the significant accounting policies
adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group and the Bank. Note 4 provides
information on the changes in accounting policies resulting from
initial application of these developments to the extent that they
are relevant to the Group for the current and prior accounting
periods reflected in these financial statements.
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2.

Principal accounting policies (Continued)

(b)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31st
December, 2007 comprise the Bank and its subsidiaries and the
Group’s interest in associated companies. The measurement basis
used in the preparation of the financial statements is the historical
cost basis except that the following assets and liabilities are stated
at their fair value as explained in the accounting policies set out
below:

- financial instruments classified as trading, measured at fair
value through profit or loss and available-for-sale (note

200,
- investment property (note 2{l);

- other freehold land and buildings (note 2{))); and

- other leasehold land and buildings, for which the fair
values cannot be measured separately at the inception of
the lease and the entire lease is classified as finance lease
{notes 2(l) and 2(m)).

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses.
The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets
and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Judgements made by management in the application of HKFRSs
that have significant effect on the financial statements and
estimates with a significant risk of material adjustrent in the next
year are discussed in nate 3.
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2.

Principal accounting policies (Continued)

()

Subsidiaries and minority interests )
Subsidiaries are entities controlled by the Group. Control exists
when the Group has the power to govern the financial and
operating policies of an entity so as to obtain benefits from
their activities. In assessing control, potential voting rights that
presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until
the date that control ceases.

Intra-group balances and transactions and any unrealised profits
arising from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the same
way as unrealised gains but only to the extent that there is no
evidence of impairment.

Minority interests represent the portion of the net assets of
subsidiaries attributable to interests that are not owned by the
Bank, whether directly or indirectly through subsidiaries, and
in respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in
the Group as a whole having a contractual obligation in respect
of those interests that meet the definition of a financial liability.
Minority interests are presented in the consolidated balance sheet
within equity, separately from equity attributable to the equity
shareholders of the Bank. Minority interests in the results of the
Group are presented on the face of the consolidated income
statement as an allocation of the total profit or loss for the year
between minority interests and the equity shareholders of the
Bank.

Where losses applicable to the minority exceed the minority's
interest in the eguity of a subsidiary, the excess, and any further
losses applicable to the minority, are charged against the Group's
interest except to the extent that the minority has a binding
obligation to, and is able to, make additional investment to cover
the losses. If the subsidiary subsequently reports profits, the
Group’s interest is allocated all such profits until the minority's
share of losses previously absorbed by the Group has been
recovered.

In the Bank's balance sheet, its investments in subsidiaries are
stated at cost less impairment losses, if any (note 2{p)).
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2. Principal accounting policies (Continued)

{d)

(e)

Associated companies

An associated company is an entity in which the Group or Bank
has significant influence, but not control, or joint control, over
its management, including participation in the financial and
operating policy decisions.

An investment in an associated company is accounted for in
the consolidated financial statements under the equity method
and is initially recorded at cost and adjusted thereafter for the
post acquisition change in the Group’s share of the associated
company’s net assets. The consolidated income statement
includes the Group's share of the post-acquisition, post-tax
resuits of the associated companies for the year, including
any impairment loss on goodwill relating to the investment in
associated companies recognised for the year {notes 2{e) and
2(p).

When the Group's share of losses exceeds its interest in the
associated company, the Group's interest is reduced to nil and
recognition of further losses is discontinued except to the extent
that the Group has incurred legal or constructive obligations or
made payments on behalf of the associated company. For these
purposes, the Group’s interest in fhe associated company is the
carrying amount of the investment under equity method together
with the Group's long-term interests that in substance form part
of the Group’s net investment in the associated company.

Unrealised profits and losses resulting from transactions between
the Group and its associated companies are elirinated to the
extent of the Group's interest in the associated campany, except
where unrealised losses provide evidence of an impairment of the
asset transferred, in which case they are recognised immediately
in profit or loss.

In the Bank's balance sheet, its investments in associated
companies are stated at cost less impairment losses, if any (note

2(p)).

Goodwill

Goodwill represents the excess of the cost of a business
combination or an investment in an associated cornpany over the
Group's interest in the net fair value of the acquiree’s identifiable
assets, fabilities and contingent liabilities.

Goodwill is stated at cost less any accumulated impairment
losses. Goodwill is allocated to cash-generating units and is
tested annually for impairment (note 2{p}). In respect of associated
companies, the carrying amount of goodwill is included in the
carrying amount of the interest in the associated compantes.
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2. Principal accounting policies (Continued)

{e)

()

Goodwill (Continued)

Any excess of the Group's interest in the net fair value of
acquiree's identifiable assets, liabilities and contingent liabilities
over the cost of a business corbination or an investment in an
associated company is recognised immediately in the income
statement..

On disposal of a cash generating unit, or an associated company
during the year, any attributable amount of purchased goodwill is
included in the calculation of the profit or loss on disposal.

Expenditure on internally generated goodwill and brand name is
recognised as an expense in the peried in which it is incurred.

Financial instruments

()] Initial recognition
The Group classifies its financial instruments into different
categories at inception, depending on the purpose for
which the assets were acquired or the liabilities were
incurred. The categories are: fair value through profit or
loss, loans and receivables, held-to-maturity investments,
available-for-sale financial assets and other financial
liabilities.

Financial instruments are measured initially at fair value,
which normally will be equal to the transaction price plus,
in case of a financial asset or financial liability not held
at fair value through profit or loss, transaction costs that
are directly attributable to the acquisition of the financial
asset or issue of the financial liability. Transaction costs on
financial assets and financial liabilities at fair value through
profit or loss are expensed immediately.

The Group recognises financial assets and financial liabitities
on the date it becomes a party to the contractual provisions
of the instrument. A regular way purchase or sale of
financial assets and financial liabilities at fair value through
profit or loss is recognised using trade date accounting.
Other financial assets and financial liabilities are recognised
using settlement date accounting. From these dates, any
gains and losses arising from changes in fair value of the
financial assets or financial liabilities at fair value through
profit or loss are recorded.
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2. Principal accounting policies (Continued)
Financial instruments (Continued)

f

(ii)

Classification

Fair value through profit or loss

This category comprises financial assets and financial
liabilities held for trading, and those measured at fair value
through profit or loss upon initiat recognition, but exclude
those investments in equity instruments that do not have
a quoted market price and whose fair value cannot be
reliably measured.

Trading financial instruments are financial assets or
financial liabilities which are acquired or incurred principally
for the purpose of trading, or are part of a portfolio of
identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern
of short-term profit-taking. Derivatives-that do not qualify
for hedge accounting (note 2(h)) are accounted for as
trading instruments.

The Group has the option to designate financial
instruments at fair value through profit or loss upon initial
recognition when:

the assets or liabilities are managed, evaluated and
reported internally on a fair value basis;

- the designation eliminates or significantly reduces an
accounting mismatch which would otherwise arise;

- the asset or liability contains an embedded derivative
that significantly modifies the cash flows that would
otherwise be required under the contract; and the
separation of the embedded derivatives from the
financial instrument is not prohibited.

Financial assets and financial liabilities under this
category are carried at fair value and are not allowed
to be reclassified into or out of this category while held
or issued. Changes in the tair value are included in the
income statement in the period in which they arise. Upon
dispasal or repurchase, the difference between the net sale
proceeds or net payment and the carrying value is included
in the income statement,
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2. Principal accounting policies (Continued)

)

Financial instruments (Continued)

{in

Classification {Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market, other than (1) those that the Group
intends to sell immediately or in the near term, which will
be classified as held for trading; (2} those that the Group,
upon initial recognition, designates as at fair value through
profit or loss or as available-for-sale; or (3) those where
the Group may not recover substantially all of its initial
investment, other than because of credit detérioration,
which will be classified as available-for-sale. Loans and
receivables mainly comprise loans and advances to
customers and placements with banks, central banks and
other financial institutions.

Securities classified as loans and receivables typically
comprise of securities issued by the same customers with
whom the Group has a lending relationship that are not
quoted in an active market. Investment decisions for credit
substitute securities are subject to the same credit approval
processes as loans, and the Group bears the same customer
risk as it does for loans extended to those customers.
Additionally the yield and maturity terms are generally
directly negotiated by the Group with the issuer. These
securities include commercial paper, short term debentures
and preference shares issued by the borrower.

Loans and receivables and securities classified as locans and
receivables are carried at amortised cost using the effective
interest method, less impairment losses, if any (note 2(p}).

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturity which the Group has the positive intention and
ability to hold to maturity, other than {1} those that the
Group, upon initial recognition, designates as at fair value
through profit or loss or as available-for-sale; and (2) those
that meet the definition of loans and receivables.

Held-to-maturity investments are carried at amortised cost
using the effective interest method less impairment losses,
if any (note 2(p)).
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2. Principal accounting policies (Continued)

)

Financial instruments {Continued)

(i)

(i)

Classification (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets that are designated as available-for-sale
or aré not classified in any of the other three categories
above. They include financial assets intended to be held
for an indefinite period of time, but which may be sold in
response to needs for liquidity or changes in the market
environment.

Available-for-sale financial assets are carried at fair value.
Unrealised gains and losses arising from changes in the fair
value are recagnised directly in the investment revaluation
resarve, except for impairment losses and foreign exchange
gains and losses on monetary items such as debt securities
which are recognised in the income statement.

Investments in equity securities that do not have a quoted
market price in an active market and whose fair value
cannot be measured reliably, and derivatives that are linked
to and must be settled by delivery of such unquoted equity
securities are carried at cost less impairment losses, if any
{note 2{p}).

When the available-for-sale financial assets are sold, gains
or losses on disposal include the difference between
the net sale proceeds and the carrying value, and the
accumulated fair value adjustments which are released
from the investment revaluation reserve.

Other financial liabilities

Financial liabilities, other than trading liabilities and
those designated at fair value through profit or loss, are
measured at amortised cost using the effective interest
method.

Fair value measurement principles

The fair value of financial instruments is based on their
guoted market prices at the balance sheet date without any
deduction for estimated future selling costs. Financial assets
are priced at current bid prices, while financial liabilities are
priced at current asking prices.
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2.

Principal accounting policies (Continued)

f

Financial instruments (Continued)

(iii}

{iv)

0]

Fair value measurement principles {(Continued)

If there is no publicly available latest traded price nor a
quoted market price on a recognised stock exchange or
a price from a broker/dealer for non-exchange-traded
financial instruments, or if the market for it is not active,
the fair value of the instrument is estimated using valuation
techniques that provide a reliable estimate of prices which
could be obtained in actual market transactions.

Where discounted cash flow technigues are used, estimated
future cash flows are based on management’s best
estimates and the discount rate used is a market rate at the
balance sheet date applicable for an instrument with similar
terms and conditions. Where other pricing models are used,
inputs are based on market data at the balance sheet date.

Derecognition

A financial asset is derecognised when the contractual
rights to receive the cash flows from the financial
asset expire, ar where the, financial asset together with
substantially all the risks and rewards of ownership, have
been transferred.

A financial liability is derecognised when the obligation
specified in the contract is discharged, cancelled or expired.

The Group uses the weighted average method to
determine realised gains and losses to be recognised in -
profit or loss on derecognition.

Offsetting
Financial assets and financial liabilities are offset and the
net amount is reported in the balance sheet where there

*is a legally enforceable right to set off the recognised

amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.
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2. Principal accounting policies (Continued)

)

(9)

{h)

Financial instruments {Continued)

{(vi} Embedded derivatives
An embedded derivative is a component of a hybrid
(combined) instrument that includes both the derivative
and a host contract with the effect that some of the cash
flows of the combined instrument vary in a way similar to
a stand-alone derivative. The embedded derivatives are
separated from the host contract and accounted for as a
derivative when (1) the economic characteristics and risks
of the embedded derivative are not closely related to the
host contract; and {2} the hybrid {combined) instrument
is not measured at fair value with changes in fair value
recagnised in the income statement.

When the embedded derivative is separated, the host
contract is accounted for in accordance with note (ii)
above.

Repurchase and reverse repurchase transactions

Assets sold subject to a simultaneous agreement to repurchase
these assets at a certain later date at a fixed price {repurchase
agreements) are retained in the financial statements and
measured in accordance with their original measurement
principles. The proceeds from the sale are reported as liabilities
and are carried at amortised cost.

Assets purchased under agreements to resell (reverse repurchase
agreements) are reported not as purchases of the assets, but as
receivables and are carried in the balance sheet at amortised cost.

Interest earned on reverse repurchase agreements and interest
incurred on repurchase agreements are recognised as interest
income and interest expense respectively, over the life of each
agreement using the effective interest methed.

Hedging

Hedge accounting recognises the offsetting effects on profit or
loss of changes in the fair values of the hedging instrument and
the hedged item. The Group assesses and documents whether
the financial instruments that are used in hedging transactions are
highly effective in offsetting changes in fair values or cash flows
of hedged items attributable to the hedged risks both at hedge
inception and on an ongoing basis. The Group discontinues
prospectively hedge accounting when (1} the hedging instrument
expires or is sold, terminated or exercised; {2} the hedge no
longer meets the criteria for hedge accounting; or (3) the Group
revokes the designation.

65




R 3% PR P RE

Notes to the Financial Statements

2.

66

FEEBER(K)
()

(h)

{i)

i)

DFRER

DEREAFENEERE
BBz AFREBOHEL
Z I SRR R -

HrTARAFREAE W2
TERENPBHERBDREE - |
YRR EMEEERN R TA Y
DEEEFEBTUARE - HAE
R RER  AEHEMMIA
BENWETESR -

EHHTARSREHE - 2
HITE - EHTETE e
ANRE - AAEEBETHEE
METRER  BEEERRLYH
{3 AT IR | &SR ST H a0 2R
BREREE  BERERAE
#H - (FRERIEYFIAR nRgR
HEEHUARRN RN —
a5

REREH

BETAERTAREERRE S
CHARERAFNTRERSE
mRATEFENRARS - N
ERBERRZ R IMNERE - L

ATEEENERITLERTA

FEENEELERERENHE
BT EESER » B G 2
W4 Al A 1R AU EE e 2l e T BD B e

e

IRTRHZ ZAO R HENRT
FEMEERFERAMNE
2 RREEsaRRENRTE
H EBEEFEREEXAR
AR AREMEEEES -

IMRRHZ EM YN HERRT
EREENGHAGNREE 0
Me s sk A E R R gD
MEE - ARERREERAE
B it Fa R R B (0 esR
il Bk AR Z B ) Buls] — BRI A
FEW R °

2. Principal accounting policies (Continued)
Hedging (Continued)

(h)

(i

(ii)

Fair value hedge

A fair value hedge seeks to offset risks of changes in the
fair value of recognised asset or liability that will give rise to
a gain or loss being recognised in the income statement.

The hedging instrument is measured at fair value, with
fair value changes recognised in the income statement.
The carrying amount of the hedged item is adjusted by
the amount of the changes in fair value of the hedging
instrument attributable to the risk being hedged. This
adjustment is recognised in the income statement to offset
the effect of the gain or loss on the hedging instrument.

When a hedging instrument expires or is sold, terminated
or exercised, the hedge no longer meets the criteria for
hedge accounting, or the Group revokes designation of
the hedge relationship, any adjustment up to that point,
to a hedged item for which the effective interest method
is used, is amortised to the income statement as part of
the recalculated effective interest rate of the item over its
remaining life.

Cash flow hedge

Where a derivative financial instrument is designated as a
hedge of the variability in cash flows of a recognised asset
or liability, or a highly probable forecast transaction, or the
foreign currency risk of a committed future transaction, the
‘effective part of any gain or ioss on remeasurement of the
derivative financial instrument to fair value is recognised
directly in equity. The ineffective portion of any gain or loss
is recognised immediately in the income statement.

If the hedge of a forecast transaction subsequently results
in the recognition of a non-financial asset or non-financial
liability, the associated gain or loss is removed from equity
and included in the initial cost or other carrying amount of
the non-financial asset or liability.

If a hedge of a forecast transaction subsequently results in
the recognition of a financial asset or a financial liability,
the associated gain or loss is removed from equity and
recognised in the income statement in the same period or
periods during which the asset acquired or liability assumed
affects the income statement (such as when interest
income or expense is recognised).
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2. Principal accounting policies (Continued)
{h) Hedging (Continued)

(ii)

(iii)

Cash flow hedge (Continued}

For all other cash flow hedges, the associated gain or loss
is removed from equity and recognised in the income
statement in the same period or periods in which the
hedged cash flows affect the income statement.

When a hedging instrument expires or is sold, terminated
or exercised, or the Group revokes designation of the
hedge relationship but the hedged forecast transaction is
stili expected to occur, the cumulative gain or loss at that
point remains in equity and is recognised in accordance
with the above policy when the transaction occurs. If the
hedged transaction is no longer expected to take place, the
cumulative unrealised gain or loss recognised in equity is
recognised immediately in the income statement.

Hedge effectiveness testing

The Group expects the hedge to be highly effective
{(prospective effectiveness) at the inception of the hedge
to qualify for hedge accounting. Actual effectiveness
(retrospective effectiveness) is also demonstrated on an
ongaing basis.

The documentation of each hedging relationship sets
out how the effectiveness of the hedge is assessed. The
method which the Group adopts for assessing hedge
effectiveness will depend on its risk management strategy.

For fair value hedge relationships, the Group utilises the
cumulative dollar offset method or regression analysis as
effectiveness testing methodologies. For cash flow hedge
relationships, the Group utilises the change in variable cash
flow methed or the cumulative dollar offset method using
the hypothetical derivative approach.

For prospective effectiveness, the hedging instrument
must be expected to be highly effective in achieving
offsetting changes in fair value or cash flows attributable
to the hedged risk during the period for which the hedge
is designated. For actual effectiveness, the changes in fair
value or cash flows must offset each other in the range of
80% to 125% for the hedge to be deemed effective.
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2.

Principal accounting policies (Continued)

(M

Revenue recognition

Provided it is probable that economic benefits will flow to the
Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in the income statermnent as follows:

0]

(i)

Interest income

Interest income for all interest-bearing financial instruments
is recognised in the income statement on an accruals basis
using the effective interest method.

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
the interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life
of the financial instrument or, when appropriate, a shorter
period to the net carrying amount of the financial asset.
When calculating the effective interest rate, the Group
estimates cash flows considering all contractual terms of
the financial instrument (for example, prepayment, call and
similar options} but does not consider future credit losses.
The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of
the effective interest rate, transaction costs and all other
premiums or discounts. Cash rebates granted in relation to
residual mortgage loans are capitalised and amortised to
the income statement over their expected life.

For impaired financial assets, the accrual of interest
income based on the original terms of the financial assets
is discontinued, but any increase in the present value of
impaired financial assets due to the passage of time is
reported as interest income.

Fee and commission income

Fee and commission income is recognised in the income
statement when the corresponding service is provided,
except where the fee is charged to cover the costs of a
continuing service to, or risk borne for, the customer, or is
interest in nature. In these cases, the fee is recognised as
income in the accounting period in which the costs or risk is
incurred and is accounted for as interest income.
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2. Principal accounting policies (Continued)

@M

Revenue recognition (Continued)

(ii)

(iii)

{iv)

Fee and commission income (Continued)

Originaticn or commitment fees received/paid by the Group
which result in the creation or acquisition of a financial
asset are deferred and recognised as an adjustment to
the effective interest rate. When a loan commitment is
not expected to result in the draw-down of a loan, loan
commitment fees are recognised on a straight line basis
over the commitment period.

Finance income from finance lease and hire purchase
contract

Finance income implicit in finance lease and hire purchase
payments is recognised as interest income over the period
of the leases so as to produce an approximately constant
periodic rate of return on the outstanding net investment
in the leases for each accounting period. Contingent
rentals receivahle are recognised as income in the
accounting period in which they are earned. Commission
paid to dealers for acquisition of finance lease loans or
hire purchase contracts is included in the carrying value
of the assets and amortised to the income statement over
the expected life of the lease as an adjustment to interest
income.

Rental income from operating lease

Rental income received under operating leases is
recognised as other operating income in equal instalments
over the periods covered by the lease term, except where
an alterative basis is more representative of the pattern
of benefits to be derived from the leased asset. Lease
incentives granted are recognised in the income statement
as an integral part of the aggregate net lease payments
receivable. Contingent rentals receivable are recognised as
income in the accounting period in which they are earned.

Dividend income

Dividend income from unlisted investments is recognised
when the shareholder’s right to receive payment s
established. Dividend income from listed investments
is recognised when the share price of the investment is
quoted ex-dividend.
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2. Principal accounting policies (Continued)

®

Income tax

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and movements
in deferred tax assets and liabilities are recognised in the
income statement except to the extent that they relate to items
recognised directly in equity, in which case they are recognised in
equity.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect
of prior years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax assets also
arise from unused tax losses and unused tax credits.

Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available,
against which deductible temporary differences can be utilised.

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset is
realised. Deferred tax assets and liahilities are not discounted.
The carrying amount of deferred tax assets is reviewed at each
balance sheet date and is reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow the related tax benefit to be utilised. Any such deduction
is reversed to the extent that it becomes probable that sufficient
taxable profit will be available. Additional income taxes that
arise from the distribution of dividends are recognised when the
liability to pay the related dividends is recognised.

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities,
and deferred tax assets against deferred tax liabilities if the Bank
or the Group has the legally enforceable right to set off current
tax assets against current tax liabilities. The principle of offsetting
usually applies to income tax levied by the same tax authority on
the same taxable entity.
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2. Principal accounting policies {(Continued)

(k)

U

Translation of foreign currencies

Foreign currency transactions during the year are translated into
Hong Kong dollars at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in
foreign currencies are translated into Hong Kong dollars at the
foreign exchange rates ruling at the balance sheet date. Exchange
gains and losses are recognised in the income statement.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated into Hong Kong
dollars using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the
foreign exchange rates ruling at the dates the fair value was
determined.

Exchange differences relating to investments at fair value through
profit or loss and derivative financial instruments are included
in net reatised and unrealised gains/losses on trading financial
instruments or financial instruments measured at fair value
through‘ profit or loss. All other exchange differences relating
to monetary items are presented as gains/losses arising from
dealing in foreign currencies in the income statement. Differences
arising on translation of available-for-sale equity instruments are
recognised in reserves.

The results of overseas operation are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Balance sheet items
are translated into Hong Kong dollars at the foreign exchange
rates ruling at the balance sheet date. The resulting exchange
differences are recognised directly in a separate component of

equity.

On disposal of an overseas operation, the cumulative amount
of the exchange differences recognised in equity which relate to
that overseas operation is included in the calculation of the profit
or loss on disposal.

Tangible fixed assets and depreciation

(il  Bank premises are stated in the balance sheet at cost or
at directors' valuation, by reference to an independent
professional valuation, less accumulated depreciation and
impairment losses. In preparing these financial statements, |
advantage has been taken of the transitional provisions
set out in paragraph 80A of HKAS 16, Property, Plant and
Equipment, issued by the HKICPA, with the effect that
bank premises have not been revalued to fair value at the
balance sheet date. '
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2. Principal accounting policies (Continued)
() Tangible fixed assets and depreciation (Continued}

(it}

iiiy

(iv)

Equipment, comprising furniture, plant and other
equipment, is stated at cost less depreciation calculated
on a straight-line basis to write off the assets over their
estimated useful lives, which are generally between three
to ten years.

No amortisation is provided on freehold land. Leasehold
land (note 2(m)) is amortised in equal annual instalments
over the remaining term of the lease. Buildings are
amortised by equal instalments over the estimated useful
lives which in no case exceed fifty years.

Investment properties are land and/or buildings which are
owned and/or held under a leasehold interest (note 2(m))
to earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future
use, which are stated in the balance sheet at their open
market values which are assessed annually by professional
qualified valuers. Any gain or loss arising from a change in
fair value or from the retirement or disposal of investments
properties is recognised in the income statement.

{m) Finance and operating leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines that
the arrangement conveys a right to use a specific asset or assets
for an agreed period of time in return for a payment or a series of
payments. Such a determination is made based on an evaluation
of the substance of the arrangement and is regardlass of whether
the arrangement takes the legal form of a lease.

(i}

{ii)

Classification of assets leased to the Group

Assets that are held by Group under leases which transfer
to the Group substantially all the risks and rewards of
ownership are classified as being held under finance leases.
Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating leases.

Finance leases

Where the Group is a lessor under finance leases, an
amount representing the net investment in the lease is
included in the balance sheet as * Advances to customers”.
Hire purchase contracts having the characteristics of
finance leases are accounted for in the same manner as
finance leases. Impairment losses are accounted for in
accordance with the accounting pelicy as set out in note
2(p}.
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2. Principal accounting policies (Continued)
(m)

Finance and operating leases {Continued)

(i) Operating leases .
Where the Group leases out assets under operating leases,
the assets are included in the balance sheet according
to their nature and, where applicable, are depreciated in
accordance with the Group's depreciation policies, as set
out in note 2(I)(ii) except where the asset is classified as an
investment property. Impairment losses are accounted for
in accordance with the accounting policy as set out in note
2{p). Revenue arising from operating leases is recognised in
accordance with the Group's revenue recognition policies,
as set out in note 2(i(iv).

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the income statement in equal instalments over
the accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the income
statement as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the
income statement in the accounting period in which they
are incurred.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period of the
lease term except where the property is classified as an
investment property (nate 2(l)(iv)).

Repossessed assets

In the recavery of impaired loans and advances, the Group
may take possession of the collateral assets through court
proceedings or voluntary delivery of possession by the borrowers.
In accordance with the Group's accounting policy set out in note
2(p}, impairment allowances for impaired loans and advances are
maintained after taking into account the net realisable value of
the repossessed assets. Repossessed assets continue to be treated
as securities for loans and advances. The Group does not hold the
repossessed assets for its own use.

Repossessed assets are recorded at the lower of their carrying

amount of the related loans and advances and fair value less
costs to sell at the date. They are not depreciated or amortised.
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2. Principal accounting policies (Continued)
{o) Financial guarantees issued, provisions and contingent
liabilities

(i)

(ii)

Financial guarantees issued

Financial guarantees are contracts that require the issuer {i.e.
the guarantor) to make specified payments to reimburse
the beneficiary of the guarantee ("the holder”} for a loss
the holder incurs because a specified debtor fails to make
payment when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee to customers,
the fair value of the guarantee (being the guarantee
fees received) is initially recognised as deferred income
within other liabilities. Where the Bank issues a financial
guarantee to its subsidiaries, the fair value of the guarantee
is estimated and capitalised as the cost of investment in
subsidiaries and deferred income within “Other accounts
and provisions”.

The deferred income is amortised in the income statement
over the term of the guarantee as income from financial
guarantees issued, In addition, provisions are recognised
in accordance with note 2(0)(ii) if and when (1) it becomes
probable that the holder of the guarantee will call upon
the Group under the guarantee, and (2) the amount
of that claim on the Group is expected to exceed the
amount currently carried in other liabilities in respect of
that guarantee i.e. the amount initially recognised, less
accumulated amortisation.

Cther provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or Bank has a legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more future events are also disclosed as contingent
liabilities unless the probability of outflow of economic
benefits is remote.
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2. Principal accounting policies (Continued)

{p)

Impairment of assets

The carrying amount of the Group's assets is reviewed at each
balance sheet date to determine whether there is objective
evidence of impairment. Objective evidence that financial assets
are impaired includes observable data that comes to the attention
of the Group about one or more of the following loss events
which has an impact on the future cash flows on the assets that
can be estimated reliably:

significant financial difficulty of the issuer or borrower;

- a breach of contract, such as a default or delinquency in
interest or principal payments;

- it becoming probable that the borrower will enter
bankruptcy or other financial reorganisation;

- significant changes in the technological, market, economic
or legal environment that have an adverse effect on the
borrower;

- disappearance of an active market for financial assets
because of financial difficulties; and

- a significant or prolonged decline in the fair value of an
investment in an equity instrument below its cost.

If any such evidence exists, the carrying amount is reduced to
the estimated recoverable amount by means of a charge to the
income siatement.

impairment losses are written off against the corresponding assets
directly, except for impairment losses recognised in respect of
loans and receivables and held-to-maturity investments, which
are measured at amortised cost, whose recovery is considered
doubtful but not remote. In this case, the impairment losses
are recorded using an allowance account. When the Group
is satisfied that recovery is remote, the amount considered
irrecoverable is written off against loans and receivables or
held-to-maturity investments directly and any amounts held in
the allowance account relating to that borrower/investment
are reversed. Subsequent recoveries of amounts previously
charged to the allowance account are reversed against the
allowance account. Other changes in the allowance account and
subsequent recoveries of amounts previously written off directly
are recognised in the income statement.
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2. Principal accounting policies (Continued)

{p)

Impairment of assets {Continued)

0]

Loans and receivables

Impairment losses on loans and receivables are measured as
the difference between the asset's carrying amount and the
present value of estimated future cash flows discounted at
the asset's original effective interest rate (i.e. the effective
interest rate computed at initial recognition of these assets).
Receivables with a short duration are not discounted if the
effect of discounting is immaterial.

The total allowance for credit losses consists of two
components: individual impairment allowances, and
collective impairment allowances.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that
are individually significant, and individually or collectively
for financial assets that are not individually significant.
If the Group determines that no objective evidence of
impairm‘ent exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group
of financiat assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an
impairment loss is or continues to be recognised are not
included in a collective assessment of impairment.

The individual impairment allowance is based upon
management’s best estimate of the present value of the
cash flows which are expected to be received discounted
at the criginal effective interest rate. In estimating these
cash flows, management makes judgments about the
borrower's financial situation and the net realisable value
of any underlying collateral or guarantees in favour of the
Group. Each impaired asset is assessed on its own merits.

In assessing the need for collective loan loss allowances,
management uses statistical modelling and considers
historical trends of factors such as credit quality, portfolic
size, concentrations, and economic factors. In order
10 estimate the required allowance, the Group makes
assumptions both to define the way the Group models
inherent losses and to determine the required input
parameters, based on historical experience and current
ecanomic conditions.
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2. Principal accounting policies (Continued)

(P}

Impairment of assets (Continued)

(i}

(i)

Loans and receivables (Continued)

The accuracy of the impairment allowances the Group
makes depends on how well the Group can astimate future
cash flows for individually assessed impairment allowances
and the model assumptions and parameters used in
determining collective impairment allowances. While this
necessarily involves judgment, the Group believes that
the impairment allowances on advances to customers are
reasonable and supportable.

Any subsequent changes to the amounts and timing of
the expected future cash flows compared to the prior
estimates that can be linked objectively to an event
occurring after the write-down, will result in a change in
the impairment allowances on loans and receivables and
be charged or credited to the income statement. A reversal
of impairment losses is limited to the loans and receivables’
carrying amount that would have been determined had no
impairment loss been recognised in prior years.

When there is no reasonable prospect of recovery, the
advances and the related interest receivables are written
off.

Loans and receivables with renegotiated tarms are loans
that have been restructured due to deterioration in the
borrower's financial position and where the Group has
made concessions that it would not otherwise consider.
Renegotiated loans and receivables are subject to ongoing
monitoring to determine whether they remain impaired or
overdue.

Held-to-maturity investments

Impairment on held-to-maturity investments is considered
at both individual and collective level. The individual
impairment allowance is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the
asset’s original effective interest rate, where the effect of
discounting is material.

All significant assets found not to be individually impaired
are then collectively assessed for any impairment that has
been incurred but not yet identified. Assets that are not
individually significant are then collectively assessed for
impairment by grouping together financial assets with
similar risk characteristics.
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2.

Principal accounting policies (Continued)

{p)

Impairment of assets (Continued)

(&)

{iii)

Held-to-maturity investments (Continued)

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked objectively
to an event occurring after the impairment loss was
recognised, the impairment loss is reversed through the
income statement. A reversal of impairment losses shall not
result in the asset’s carrying amount exceeding that which
would have been determined had no impairment loss been
recognised in prior years.

Available-for-sale financial assets

When there is objective evidence that an available-for-sale
financial asset is impaired, the cumulative loss that had
been recognised directly in equity is removed from equity
and is recognised in the income statement. The amount
of the cumulative loss that is recognised in the income
statement is the difference between the acquisition cost (net
of any principal repayment and amortisation) and current
fair value, less any impairment loss on that asset previously
recognised in the income statement.

For unquoted available-for-sale equity securities that are
carried at cost, the impairment loss is measured as the
difference between the carrying amount of the equity
securities and the estimated future cash flows, discounted
at the current market rate of return for a similar financial
asset where the effect of discounting is material.

Impairment losses recognised in the income statement
in respect of available-for-sale equity securities are not
reversed through the income statement. Any subsequent
increase in the fair value of such assets is recognised
directly in equity.

Impairment losses in respect of available-for-sale debt
securities are reversed if the subsequent increase in fair
value can be objectively related to an event occurring
after the impairment loss was recognised. Reversals of
impairment losses in such circumstances are recognised in
the income statement.
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2. Principal accounting policies (Continued)
Impairment of assets (Continued)

(p)

(iv)

Other assets

internal and external sources of information are reviewed
at each balance sheet date to identify indications that the
following assets may be impaired or, except in the case
of goodwill, an impairment loss previously recognised no
longer exists or may have decreased:

tangible fixed assets {other than properties carried at
revalued amounts);

- investments in subsidiaries and associated companies;
and

- goodwill.

If any such indication exists, the asset’s recoverable amount
is estimated. In addition, for goodwill, the recoverable
amount is estimated annually whether or not there is any
indication of impairment.

- Calculation of recoverable amount

The recoverahle amount of an asset is the greater
of Hs net selling price and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of time value of money and the risks specific to
the asset. Where an asset does not generate cash
inflows largely independent of those from other
assets, the recoverable amount is determined for the
smatlest group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

- Recognition of impairment losses

An impairment loss is recognised in the income
statement whenever the carrying amount of an asset,
or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit {(or
group of units) and then, to reduce the carrying
amount of the other assets in the unit {or group of
units) on a pro rata basis, except that the carrying
value of an asset will not be reduced below its
individual fair value less costs to sell, or value in use,
if determinable.
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2. Principal accounting policies (Continued)
Impairment of assets (Continued)

(p)

(q)

(iv)

Other assets (Continued)

- Reversals of impairment losses
In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset's
carrying amount that would have been determined
had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited
to the income statement in the year in which the
reversals are recognised.

Interim financial reporting and impairment
Under the Listing Rules, the Group is required to prepare
an interim financial report in compliance with HKAS 34,

interim financial reporting, in respect of the first six months -

of the year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and
reversal criteria as it would at the end of the year (notes
2(p){i) to 2(p)iv}).

Impairment losses recognised in an interim period in
respact of gocdwill and available-for-sale equity securities
carried at cost are not reversed in a subsequent period. This
is the case even if no loss, or a smaller loss, would have
been recognised had the impairment been assessed only at
the end of the year to which the interim period relates.

Related parties
For the purposes of these financial statements, a party is
considered to be related to the Group if:

+

(i)

(ii)

(iii)

the party has the ability, directly or indirectly through one
or more intermediaries, to control the Group or exercise
significant influence over the Group in making financial
and operating policy decisions, or has joint control over the
Group,

the Group and the party are subject to common control;

the party is an associated company of the Group;
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2. Principal accounting policies (Continued)

(q)

(n

Related parties (Continued)

(iv} the party is a member of key management personnel of
the Group or the Group’s parent, or a close family member
of such an individual, or is an entity under the control, joint
control or significant influence of such individuals;

(v}  the party is a close family member of a party referred to in (i}
or is an entity under the control, joint control or significant
influence of such individuals; or

(vi) the party is a post-employment benefit plan which is for
the benefit of employees of the Group or of any entity that
is a related party of the Group.

Close family members of an individual are those family members
who may be expected to influence, or be influenced by, that
individual in their dealings with the entity.

Segment reporting

A segment is a distinguishable companent of the Group that
is engaged either in providing products or services {business
segment), or in providing products or services within a particular
economic environment {geographical segment}, which is subject
to risks and rewards that are different from those of other
segments.

In accordance with the Group’s internal reporting system, the
Group has chosen business segment information as the primary
reporting format and geographical segment information as the
secondary reporting format for the purposes of these financial
statements.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can
be allocated on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are determined before
intra-group balances and intra-group transactions are eliminated
as part of the consolidation process, except to the extent that
such intra-group balances and transactions are between entities
of the Group within a single segment. Inter-segment pricing is
based on similar terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during the

year to acquire segment assets (both 1angible and intangible} that
are expected to be used for more than one year,

81



MMyt

Notes to the Financial Statements

2.

82

EREEBH ()

(s)

Ly

RERYGRRE

ReRGRESEERE RFHRITR
RE-dRBiTRACERBEZ LT
KA SE=EAADIEZ EHRERR
B AT RURIT R 28 R mT BA S WAL TR
AEEMAAEIRERREEZR
A-HRMESALERTT - HHRE
MERBAETERZHTAR - PRE
TRAMERMEBENRET - MERREN
FERRHIEHEA -

wAEH

iy #&- FELL SFFERE
MENFENEEHRTET R
EORHERMRMMEE Y -

iy FRITEEBRFUDMEEE
GEREREMBTERR - &
HEERIMERATIZ -

{it HERERTFEIBAREUBEA
RRITRL  HARDZ RER
BTRECAZAMRTERA
[HislRAREE] - BREZQ
FRAENEHAHE EERH
AREFHARWSERRHRR
BAREREAN - HEREDE
1t - BERARCUKAZE
BROBREASEH -

(v) ARIEEDQEEmETE (& Q20
M) AMEAELS TERARNT
BBARRGRE - #H2A0F
MEAREEHE  PEEDAR
i B RA FHAR iR R AN
EBAREASA - ENREN
HMRMEEAERREZ RS -
T ATERD 2 i MR AT AR 2
E kil

2. Principal accounting policies (Continued)

(s)

{t)

Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with
banks, central banks and other financial institutions, and short-
term, highly liquid inter-bank placements and investments that
are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Balances
of banks, central banks and other financial institutions that are
repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash and
cash equivalents for the purposes of the cash flow statement.

Employee benefits

(i  Salaries, annual bonuses, paid annual leave and the cost
to the Group of non-maonetary benefits are accrued in
the year in which the associated services are rendered by
employees of the Group.

(i)  Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Funds Scheme
Ordinance are recognised as an expense in the income
statement when incurred,

(i)  When the Group grants employees options to acquire

shares of the Bank, the considerations received are -

recognised in the balance sheet as "Other accounts and
provisions” at the date of grant. The fair value of the
options is measured at the grant date and is charged to
the income statement and credited to shareholders’ funds
between the grant date and the vesting date. When the
options are exercised, shareholders’ funds are increased by
the amount of the proceeds and consideration received.

(v) When the Group grants employees awards to acquire
shares of the Bank under the Employee Incentive Plan
(“EIP"). The fair value of the awards is measured at the
grant date and is charged to the income statement and
credited to shareholders’ funds between the grant date and
the vesting date. The cash amount equal to the dividend
that would have been paid during the period up to vesting
will be charged to the income statement as bonus expenses
on an accruals basis.
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3.

Accounting estimates and judgements

Notes 22, 23, 38 and 39 contain information about the assumptions
and their risk factors relating to valuation of investment property,
goodwill impairment, fair value of share options granted and fair value
of financial instruments. Other key sources of estimation uncertainty are
as follows:

{a) Key sources of estimation uncertainty

Impairment losses

(i)  Loans and advances
Loan portfolios are reviewed periodically to assess whether
impairment losses exist. The Group makes judgements
as to whether there is any objective evidence that a loan
portfolic is impaired, i.e. whether there is a decrease
in estimated future cash flows. Objective evidence for
impairment is described in accounting policy {note2(p)). If
management has determined, based on their judgement,
that objective evidence of impairment exists, expected
future cash flows are estimated based on historical
loss experience for assets with credit risk characteristics
similar to those of the Group. Historical loss experience
is adjusted on the basis of the current observable data.
Management reviews the methodology and assumptions
used in estimating future cash flows regularly to reduce
any difference between loss estimates and actual loss
experience.

iy  Available-for-sale equity securities

The Group determines that available-for-sale equity
securities are impaired when there has been a significant
or prolonged decline in the fair value below cost. The
determination of when a decline in fair value below cost
is not recoverable within a reasonable time period is
judgmental by nature, so profit and loss could be affected
by differences in this judgement.

(b) Critical accounting judgements in applying the Group's
accounting policies
Certain critical accounting judgements in applying the Group's
accounting policies are described below,

()  Held-to-maturity investments
The Group classifies non-derivative financial assets with
fixed or determinable payments and fixed maturity and
where the Group has a positive intention and ability to hold
to maturity as held-to-maturity investments. In making this
judgement, the Group evaluates its intention and ability to
hold such investments till maturity.
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3.

Accounting estimates and judgements
(Continued)
(b) Critical accounting judgements in applying the Group's
accounting policies (Continued)
(i}  Held-to-maturity investments (Continued)
If the Group fails to hold these investments to maturity
other than for certain specific circumstances, the Group will
have to reclassify the entire portfolio of held-to-maturity
investments as available-for- sale, as such class is deemed
10 have been tainted.

This would result in held-to-maturity investments being
measured at fair value instead of at amortised cost.

(i)  Investment property
The Group has temporarily sub-let certain vacant properties
but has decided not to treat the properties as investment
properties because it is not the Group's intention to hold
the properties in the long-term for capital appreciation or
rental income. Accordingly, the properties has still been
treated as a building hetd for own use.

Changes in accounting policies

The HKICPA has issued a number of new and revised HKFRSs and
Interpretations that are first effective or available for early adoption for
the current accounting period of the Bank and the Group.

There have been no significant changes to the accounting policies
applied in these financial statements for the years presented as a result
of these developments. However, as a result of the adoption of HKFRS
7. Financial instruments: Disclosures and the amendment to HKAS 1,
Presentation of financial statements: Capital disclosures, there have
been some additicnal disclosures provided as follows:

As a result of the adoption of HKFRS 7, the financial statements include
expanded disclosure about the significance of the Group's financial
instruments and the nature and extent of risks arising from those
instruments, compared with the information previously required to be
disclosed by HKAS 30, Disclosures in the financial statements of banks
and similar financial institutions, and HKAS 32, Financial instruments:
Disclosure and presentation. These disclosures are provided throughout
these financial statements, in particular in note 37.

The amendment to HKAS 1 introduces additional disclosure
requirements to provide information about the level of capital and the
Bank’'s and the Group's objectives, policies and processes for managing
capital. These new disclosures are set out in note 37(g).
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Changes in accounting policies (Continued)
Both HKFRS 7 and the amendment to HKAS 1 do not have any material

“impact on the classification, recognition and measurement of the

amounts recognised in the financial instruments.

Apart from the foregoing, there has been a change in the presentation
of the financial statements (HKAS 1, Presentation of financial
statements).

(a)

Presentation of operating income

With effect from 1st January, 2007, interest income and interest
expense arising from all trading financial instruments and
financial instrurments measured at fair value through profit or
loss are reported in “interest income” and “interest expense”
respectively instead of under “net interest income on financial
instruments hetd for trading and measured at fair value through
profit and loss” in the consolidated income siatement. The
change has been made principally to match the interest expense
arising from trading liabilities and liabilities measured at fair value
through profit or loss with the interest income from non-trading
assets.

In addition, net gains from financial instrurments held for trading
and measured at fair value through profit or toss are reported
separately in the consolidated income statement instead of
grouped under “Other operating income” in the consolidated
income statement.

The above changes in presentation faciiitate the comparison

of the Group’s net interest income, net interest margin and
operating income with peer banks in Hong Kong.
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(a)

(b)

SRR MY A ()

4. Changes in accounting policies {(Continued)

(a)
BEFSFET+ZAZ+-BLEH

Presentation of operating income (Continued)
Comparative figures for the year ended 31st December, 2006

ZHEBTREHNSANEAEEZE have been reclassified to conform with the current year's
WA - RIWMT : presentation as follows:
FRF
/()
2B
Wk RS Effect of increase/
As previously  {decrease) in profit hiko
reported for the year As restated
FleuwA Interest income 5,818,646 340,354 6,159,000
Fexh Interest expense (3,899,913) {133,189} (4,033,102)
1,918,733 207,165 2,125,898
HiIFBEARRE Net interest income on financial
REMEHAAR instruments held for trading and
ZERIAZ measured at fair value
R EA through profit or loss 207,165 (207,165) -
BB Net interest income 2,125,898 - 2,125,898
HEHEEA Other operating income 811,549 (17,832) 793,717
HERTRAERM Net gains from financial
DREEEA instrumnents held for trading
REZ&EMTA and measured at fair value
Ayt through profit or loss - 17,832 17,832
IEFLBIA Non-interest income 811,549 - 811,549
HRWA Operating income 2,937,447 - 2,937,447
2RBNREREERENETEREE (b} Presentation of treasury bills and placements with banks

BRfixR-BAANZ EMERR
TRRFAD RN A ERMA0R ]
RIERFRBITAL  PREFTRA
feeRBEICRIETHIR - mkIFm
REREAAEAMRRAEANRZ
[RERFREBITRE  PREFTEHR
ERBERRIATIIR THA2
FEFMERFRITZAERMNREAL

BEERTRAMELLER -

Treasury bills and placements with banks maturing within one
maonth are reported in "Held-to-maturity investments” and
“Placements with banks, central banks and other financial
institutions” respectively instead of under "Cash and balances
with banks, central banks and other financial institutions” in
the consolidated balance sheet and balance sheet. The change
has been made to facilitate comparison of the Group’s and the
Bank’s balance sheet items with peer banks in Hong Kong.



4. EBTEREREM)

4. Changes in accounting policies (Continued)
Presentation of treasury bills and placements with banks

by ESHBEMHBEHEXRSITRRKE (b)
(830
BEREWBRITRE - Cash and balances with
R RITREA banks, central banks and
HEBEEE other financial institutions
FEHTFEMIRTTRIZE Placements with banks,
h R ERTT R EAD central banks and other
&RV IR financial institutions
RAEZEXHMAR Held-to-maturity and
AR ESREE available-for-sale
financial assets
B&RIFRRITRE - Cash and balances with
R iRITRHME banks, central banks and
SHEMSEIE other financia! institutions
THTFHRTTIEZ - Placements with banks,
PRETREM central banks and other
cod L R financial institutions
HEZIHEAR Held-to-maturity and
T HE SR EE available-for-sale

financial assets

FREYELNE NG AR ARER
AR S R IR ( 2 I EE40) o

(Continued)

KFIRTTEE

The Group

medE

BiERA

®m, )

ZEE

Effect of increase/

by Tk (decrease} in
As previously consolidated R
reported balance sheet As restated
28,785,949 (26,532,224) 2,253,725
3,677,234 23,847,991 27,525,225
19,534,360 2,684,233 22,218,593
51,997,543 - 51,997,543

KFIRT

The Bank

AEAfRA

o, (R A)

TR

W RIS Effect of increase/
As previously (decrease) in B
reported balance sheet As restated
26,124,387 (24,433,301) 1,691,086
3,608,960 23,835,729 27,444,689
18,930,025 597,572 19,527,597
48,663,372 - 48,663,372

The Group had not applied any new standard or interpretation
that is not yet effective for the current accounting period {(see

note 40).
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5. Operating profit

{a) Interest income

2007 2006
(E#)
(restated)
Interest income arising from:
- financial assets not measured at fair value
through profit or foss 6,899,527 5,818,646
- trading assets 138,261 100,704
- financial assets measured at {air value
through profit or loss 285,627 238,650
7,323,415 6,159,000
of which:
- interest income from listed investments 491,734 389,242
— interest income from unlisted investments 1,049,745 901,670
— interest income from impaired financial assets 17.490 19,124

The above interest income from impaired financial assets includes
interest income on unwinding of discount on loan impairment
loss of HK$9,281,000 (2006: HK$2,672,000) (note 18(e)) for the
year ended 31st December, 2007.

(b} Interest expense

2007 2006
(&%)
(restated)
Interest expense arising from:
- financial liabilities not measured at fair value
through profit ar loss 4,651,338 3,899,913
- trading liabilities 33,066 22.870
- financial liabilities measured at fair value
through profit or loss 221,477 110,319
4,905,881 4,033,102
of which;
— interest expense from certificates of deposit
issued repayable within 5 years 183,307 192,326
— interest expense from deposits from
customers 4,220,039 3,575,234
— interest expense from deposits and balances
of banks, central banks and other
financial institutions 193,783 95,552
- interest expense from subordinated liabilities
(note 34(a)) 264,804 134,029
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5. Operating profit (Continued)

(¢} Other operating income

Fees and commissions
Credit commission and fees
Credit card related fees
Trade related fees
Insurance commission
Stockbroking fees
Trust fees
Wealth management fees
Other fees and commission income
Less: Fees and commission expenses

Gains arising from dealing in foreign currencies
(note 5(ep

Gains on other dealing activities (note 5(e))

Dividend income from unlisted available-for-sale
financial assets

Dividend income from listed available-for-sale
financial assets

Dividend income from listed trading investments

Rental income from investment properties less
direct cutgoings of HK$589,000
(2006: HK3587,000)

Cthers

of which:

Net fee and commissions, other than amounts
included in determining the effective interest
rate, arising from financial instruments that are
not held for trading nor measured at fair value
- fees and commissions income
— fees and commissions expenses

2007 2006
(EH)
(restated)
147,416 106,413
104,182 82,231
83,555 83,827
58,348 53,435
254,105 105,433
44 12
123,916 79,496
148,536 119,137
(61,783) (35,993)
858,319 593,991
206,114 165,832
2,569 4,077
4,555 7.405
238 483
402 314
14,245 12,764
33,085 8,851
1,120,427 793,717
257,364 216,448
(23) (19)
257,341 216,429

(d) Net (losses)/gains from financial instruments held for
trading and measured at fair value through profit or loss

EMASSBTAZ WARKNWELFKLE  Net realised and unrealised gains on trading

(FESs(e))

financial instruments {note 5{g))

HAFBERABSZSRIAZTEE  Netrealised and unrealised losses on financial

FETBER

instruments measured at fair value through
profit or loss

2007 2006

89,744 77,312
(336,046) (59,480)

(246,302) 17,832
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5. Operating profit (Continued)

{e) Net trading income

2007 2006
Gains arising from dealing in foreign currencies
(note S(ch 206,114 165,832
Gains on other dealing activities (note 5(c)) 2,569 4,077
Net realised and unrealised gains on trading
financial instruments {note 5(d)) 89,744 77,312
298,427 247,221
(f) Operating expenses
2007 2006
Staff costs
Salaries and other staff costs 780,500 661,355
Retirement benefit costs (note 38(a)) 48,807 40,467
EIP costs (note 34(a)) 13,870 12,365
843,177 714187
Premises and equipment expenses,
excluding depreciation 143,934 116,211
Depreciation {notes 22, 34(a) & 35{(a)} 90,516 81,242
Auditors’ remuneration
Audit services 4,435 3,380
Tax services 623 584
Other services 3,317 50
8,375 4014
Others 219,722 158,715
1,305,724 1,074,369
6. (a) Gains on revaluation of investment properties and

disposal of tangible fixed assets

2007 2006

Unrealised revaluation gains of
investment properties 53,448 15,568
Net gains on disposal of tangible fixed assets 151,484 38,654
204,932 54,222
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6. (b) Gains on disposal of available-for-sale financial assets

2007 2006
Net unrealised gains transferred from investment
revaluation reserve (note 32) 13,183 11,890
Gains on disposal of available-for-sale financial
assets 26,525 1,883
39,708 13,773

7. Taxation

{a) Taxation in the consolidated income statement represents:

2007 2006
Current tax — Provision for Hong Kong profits tax
Provision for the year 283,454 284,091
Overprovision in respect of prior years (33,163) (13,805}
250,291 270,286
Current tax — Provision for overseas tax )
Provision for the year 54,138 45,821
Overprovision in respect of prior years - (211) (2)
53,927 45,819
Deferred taxation
Origination and reversal of temporary
differences 6,764 3,033
310,982 319,138

The provision for Hong Kong profits tax is calculated at 17.5%
{2006: 17.5%) of the Group's estimated assessable profits for
the year ended 31st December, 2007. The provision for overseas
taxation is provided at the appropriate current rates of taxation
ruling in the countries in which the relevant units of the Group

operate.

91




MG IR AL

Notes to the Financial Statements

7. BEE)

(b} BBZLEREABAREZWIHENY

B at applicable tax rates:
2007 % 2006 %
B AL AT S ) Profit before tax 2,344,223 100.00 1,981,251 100.00
EAEREREEFBH®R  Notional tax on profit before
SHEBRBLATEFIA tax, calculated at the rates
BHEBE applicable to profits in
the countries concerned 384,465 16.39 330,010 16.66
TAIHBAE ZHARE  Taxeffect of non-deductible
exXpenses 21,133 0.90 16,143 0.81
FEREERBi 3 > BIIERE  Tax effect of non-taxable revenue (43,706) (1.86) (37.330) {1.88)
FRIEZHAFERABIBY  Tax effect of unused tax losses
IR not recognised 660 0.03 2,632 0.13
Hit Cthers (18,196) 0.77) 21,490 1.09
EEF R Overprovision in respect of
prior years (33.374) (1.42) (13,807) (0.70)
310,982 13.27 319,138 16.11
(0 THERM{TZENHE () Current tax recoverable and payable
BEAARAZAIMKE FERFHREERE The components of current tax recoverable and payable in the
ZHARERIT balance sheets are as follows:
KFRITER KT IRIT
The Group The Bank
2007 2006 2007 2006
Ay = 4 HREH 1 Current tax recoverabte
FAENFHES Provision for Hang Kong
profits tax 151 1,074 - -
BEATRERE Current tax payable
EHTGHES Pravision for Hong Kong
profits tax 223,286 273,970 134,845 236,159
S Provisional profits tax paid (111,903) (158,486) (84,082) (132,799)
111,383 115,484 50,763 103,360
EBABIRES Provision for overseas tax 42,496 37,222 - 2,726
153,879 152,706 50,763° 106,086

FrfE e R R BRI R —F

A -
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7. Taxation (Continued)

(b) Reconciliation between tax expenses and accounting profit

All current tax recoverable and payable are expected to be settled
within one year.




7. BB ' 7. Taxation (Continued)

(d) CRIZECHARERAR (d) Deferred tax assets and liabilities recognised
FRRAEAMBRABRRZRERSR The components of deferred tax (assets)liabilities recognised in
(BE)/AfRZEREHREESMm the balance sheets and the movements during the year are as
T follows:

KFRIER
The Greup
2007
BEEM Bt
iy ] &z  BEZER
il B EREE HiaER
Depreciation Revaluation Collective
allawances in of available-  impairment
excess of aithg forsale  allowances
rlated  Reveluation financigl ~ for foans and HEER EH h
depreciation  of properties assels advances Tax losses Others Total
WorE1 FEES At 1t lanuary, 2007 28,862 81,338 2,984 {20,117} {3.010) (1.458) 88,595
EYGRMEATTIEE  Additon through
. acquisition of
a subsidiary 105,027 - - {6,224) {1,749) - 97,054
GAMERAEE  Charged / (credited) ‘
(128) to consofidated
income statement {17.648) 6,593 - 12,582 1,604 {1.367) 6,764
HERRE Credited 1o reserves - {318) (10,588) - - - (10,906}
007E12A31 AkE At 315t December, 2007 116,241 87,609 {7.604) {8,759) (3,155) {2.825) 181,507
KFHRTRE
The Group
2006
BeER Efhot
fEm pEz  RicER
FELHE SHEE REER
Depreciation Revaluation Collective
allowances in of avallable-  impairment
excess of EifnE forsale  allowances
related  Revaluation financial  for foans and HEER Aft &%
depreciation  of properties assets advances Tax Tosses Others Total
2006F1 R1EER At 1st January, 2006 30,755 84,818 2,445 (31,758) (2.540) (137} 83584
BANBAABE,  Chaged/ {credited)
(128) to consolidated
income statement (1,893) (a624) - 11,641 {470) (1321} 3,033
BB A Charged to reserves - 1,440 538 R - - 1,978
2006512831 A8H% AL 315t Decernber, 2006 26,862 81,334 2984 20,117) (3,010) (1,458) 88,595
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7. Taxation {Continued)

(d) Deferred tax assets and liabilities recognised {Continued)
TR
The Bank
2007
BAER EfAH
FEm HEZ HAZ BB
FELHE tRAE BEEH
Depreciaticn Revaluation Collective
allowances in of available- impairment
excess of itz for-sale allowances
related Revaluation financial  for loans and Efp Bt
depreciation of properties assets advances Others Total
At 15t January, 2007 2331 68,546 281 (23.7120) {1,458) 69,560
Transfer to a subsidiary 173 - - 7.8 1,458 9,452
Chargedfcredited} to
income statement 3,669 (1,257) - 768 - 3,180
Credited to reserves - (318) {10.775) - - {11,003)
At 315t December,
2007 27,163 66,971 (7,904) (15,131} - 71,099
AFRIT
The Bank
2006
BEER EfAft
FrEs #E2 HAzBR
hELHE TRAE HEEH
Depreciation Revaluation Collective
allowances in of available- impairment
excess of aiEnE for-sale allowances
related Revalugtion financial  forloans and Hip =i
depreciation of properties assets advances Others Total
At 1st January, 2006 25,536 69,404 2,443 (31,474} (137 65,772
Chargedf(credited) to
income statement 2,215) 347 - 7,754 (1,321} 4,565
{Credited¥/charged
to reserves - {1,205} 428 - - T
At 315t December,
2006 23,31 68,546 281 (23,720) (1,458} £9,560
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7. Taxation (Continued)
(d) Deferred tax assets and liabilities recognised (Continued)

KFERITER KFIRTT
The Group The Bank
2007 2006 2007 2006

Net deferred tax assets recognised

on the balance sheets (7.057) (16,679) - (9,452)
Net deferred tax liabilities

recognised on the balance

188,564 105,274 71,099 79,012

181,507 88,595 71,099 69,560

8. Profit attributable to the shareholders of the
Bank
The profit attributable to the shareholders of the Bank includes an
amount of HK$1,349,638,000 (2006: HK$1,242,954,000) which has
been dealt with in the financial statements of the Bank.

9. Dividends
(a) Dividends attributable to the year

2007 2006
Interim dividend declared and paid of
HK$0.96 (2006: HK$0.82) per ordinary share
on 294,949,380 shares
{(2006: 294,220,500 shares) 283,151 241,260

Underprovision of final dividend in respect of

the prior year 80 96
Final dividend proposed after the balance sheet

date of HK$2.47 (2006; HK$2.00) per

ordinary share on 294,964,380 shares

(2006: 294,220,500 shares) 728,562 588,441

1,011,793 829,797

The final dividend proposed after the balance sheet date has not been
recognised as a liahility at the balance sheet date.

(b) Dividends attributable to the previous year, approved and
paid during the year

2007 2006

Final dividend in respect of the prior year,
approved and paid during the year, of
HK$2.00 (2006:; HK%1.60) per ordinary share
on 294,260,500 shares
(2006: 294,080,500 shares) 588,521 470,529
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10. Directors’ emoluments
Directors’ emoluments disclosed pursuant to Section 161 of the Hong
Kong Companies Ordinance are as follows:

2007
¥ER
HipMs Bk BARRER
ke Salaries k3R il fift
Directors' and other Pension  Performance 5t Share-based &%
fee  emolumenis contributicns bonuses Sub-total payments Total
Chairman .
Patrick Y B Fung 319 6,435 726 9124 16,614 3,845 20,459
Executive directors
Frank | Wang 165 3,765 417 5,969 10,316 3 12,647
Michzel Y 5 Fung 165 3,219 362 4,562 8,308 1,923 10,231
Louis C W Ho 165 1,713 193 590 3,061 48 3,109
Nen-executive directors
Aloysius HY Tse 150 287 - - 437 - 437
Ambrose HC Lau 150 - - - 150 - 150
Andrew M Gordon 150 150 - - 300 - 300
Cheng Hon Kwan 150 170 - - 320 - 320
Kenneth A Lopian 150 - - - 150 - 150
Simon K'Y Lee 194 170 - - 364 - 364
Tung Chee Chen 150 - - - 150 - 150
Total 1918 15,909 1,698 20,645 40,170 8147 48,317
2006
E
HiMe Rikg LAReR
HEHS Salaries fikzx FiAl it
Directors’  and other Pension  Performance gt Share-based T
fee emoluments contributions bonuses Sub-total payments Total
Chairman
Patrick ¥ B Fung 229 5,720 660 1573 14,182 3,845 18,027
Executive directors
Frank | Wang 115 2,700 ' - 4956 7.1 2,331 10,102
Michael Y S Fung 115 2,874 33U 3,786 7,306 1,923 9,029
Louis C W Ho 115 1,609 186 824 2,734 48 2,782
Non-executive directors
Aloysius H Y Tse 100 89 - - 189 - 189
Ambrose K C Lau 100 - - - 100 - 100
Andrew M Gordon 100 50 - - 150 - 150
Cheng Hon Kwan 100 50 - - 150 - 150
David Drabkin 100 - - - 100 - 100
Kenneth A Lopian 100 - - - 100 - 100
Simon K Y Lee 100 50 - - 150 - 150
Tung Chee Chen 100 - - - 100 - 100
Total 1,374 13,142 1,177 17,139 32,832 2147 40979

LRGN DRSS R 2 AR B R
EEEDABEZIEBREREAIAOFE
B HBEEFRTEESRET IFHIRRE
IR ER SRR A -

The above share-based payments are fair value of share options
and awards granted under the Group’s Share Option Scheme and
EIP. The details of these benefits in kind are disclosed under “Share
Option Scheme” and "Employee Incentive Plan” in the “Report of the
Directors”.
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11. Executives’ emoluments

The five highest paid individuals include three (2006: three) directors,
details of whose emoluments are set out in note 10. The emoluments
of the remaining two (2006: two} individuals are as follows:

2007 2006

Salaries and other emoluments 4,528 4,107

Pension contributions 514 472

Perfarmance bonuses 4,329 3,351
Share-based payments 734 880

10,105 8,810

The emcluments of the two (2006: two) executives are within the

following band:

2007 2006

FTHABAS ITHABAR

Number of Number of

executives executives

HK$5,000,001 - HK$5,500,000 1 -
HK$4,500,001 - HK$5,000,000 1 -
HK$4,000,001 - HK$4,500,000 - 2
2 2

12. Earnings per share

The calculation of basic earnings per share is based on profit
attributable to the Bank’s shareholders of HK$2,030,564,000 {2006
HK$1,660,716,000) and on the weighted average number of ordinary
shares of 294,667,699 shares (2006: 294,126,856 shares) in issue

during the year.

2007
BlRBEIT
Ans e
Number of
shares of
HK$1.00 each

2006
ERARITL
ffr e
Number of
shares of
HK$1.00 each

Issued ordinary shares at 1st January 294,220,500 294,020,500
Effect of shares issued in lieu of dividends 392,884 -
Effect of share option exercised 54,315 106,356
Weighted average number of

ordinary shares used in calculating

basic earnings per share 294,667,699 294,126,856
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12. Earnings per share (Continued)
The calculation of diluted earnings per share is based on profit
attributable to the Bank's shareholders of HK$2,030,564,000 (2006;
HK$1,660,716,000) and on the weighted average number of ordinary
shares of 297,440,581 shares (2006: 296,657,181 shares) in issue
during the year after adjustment for the effects of all dilutive potential
ordinary shares of 2,772,882 shares (2006: 2,530,325 shares).

2007 2006
BREEREIT BRALER T
ZERHE 8 ZR{GEE
Number of Number of
shares of shares of

HK$1.00 éach HK$1.00 each

Weighted average number of
ardinary shares used in calculating

basic earnings per share 294,667,699 294,126,856
Deemed exercise of Share Option Scheme 601,595 504,647
Deemed exercise of EIP . 2,171,287 2,025,678

Weighted average number of
ordinary shares used in calculating
dituted earnings per share 297,440,581 296,657,181

13. Cash and balances with banks, central banks

EHh&REBHE and other financial institutions

KFRITEE K FIRTT

The Group The Bank
2007 2006 2007 2006
{E}R) {E®)
{restated) {restated)
Bt Cash balances 595,500 446,035 298,643 241,618
EH A REETT Balances with central banks 1,338,476 387,073 607,808 143,744
EHEBITRE Balances with banks 1,372,791 1,420,617 1,070,341 1,305,724
3,306,767 2,253,725 1,976,792 1,691,086

ERERBATER - PRETR

14. Placements with banks, central banks and

Hip & MEIE other financial institutions
KFRITER KFIBRIT
The Group The Bank
2007 2006 2007 2006
(E#H) {E%H)
{restated) ({restated)
EHATFIRERITIR 5 Placemnents with banks 28,942,740 27,525,225 26,521,117 27,444,689
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15. Trade bills

KFRITEER KFRTT
The Group The Bank
2007 2006 2007 2006
Trade bills 365,324 375,189 304,986 328,352
Individual impairment allowances
for impaired loans and
advances (note 18(e)) {1.503) (4,355) {1,503) (4,355)
Collective impairment allowances
for loans and advances
(note 18(el (276) (285) (275) (279)
363,545 370,549 303,208 323,718
16. Trading assets
FHRITHRE T RIT
The Group The Bank
2007 2006 2007 2006
Debt securities:
Listed in Hong Kong 119,928 115,220 119,928 115,220
Unlisted 206,369 - 206,369 -
326,297 115,220 326,297 115,220
Equity securities listed in
Hong Kong 33,393 18,482 27,237 13,525
Total trading securities 359,690 133,702 353,534 128,745
Positive fair values of derivative
financial instruments held for
trading {note 33(b)(ii}2}) 675,067 604,690 680,926 620,833
1,034,757 738,392 1,034,460 749,578

HK$7.689,000 (2006; HK3$16,990,000).

Trading securities analysed by counterparty are as follows:

Trading assets of the Bank include positive fair values of derivative
financial instruments transacted with a subsidiary amounting to

KFRITEM AFERTT

The Group The Bank
2007 2006 2007 2006

Issued by:

Soveraigns 80,678 - 80,678 -
Public sector entities 450 304 423 298
Banks 139,770 15,801 137,003 13,525
Corporates 138,792 117,497 135,430 114,922
359,690 133,702 353,534 128,745
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through profit or loss

Debt securities:
- Listed in Hong Kong
Listed outside Hong Kong
Unlisted

17. Financial assets measured at fair value

KFIRTTIRE KFRT
The Group The Bank
2007 2006 2007 2006
- 54,684 - 54,684
718,829 697,448 718,829 697,448
5,981,456 4,630,824 5,981,456 4,630,824
6,700,285 5,382,956 6,700,285 5,382,956

counterparty are as follows:

Issued by:
Public sector entities
Banks
Corporates

Financial assets measured at fair value through profit or loss analysed by

ARERITHRE XFRIT
The Group The Bank
2007 2006 2007 2006
518,110 502,692 518,110 502,692
3,007,038 2,379,167 3,007,038 2,379,167
3,175,137 2,501,097 3,175,137 2,501,097
6,700,285 5,382,956 6.700,285 5,382,956

18. Advances to customers and other accounts

(a)

Gross advances to customers
Individual impairment
allowances for impaired

loans and advances (note 18(e)}

Collective impairment
allowances for loans
and advances {note 18(e}}

Net advances to customers

Advances to banks

Customer hiability under
acceptances

Accrued interest and
other accounts

Positive fair values of
derivative financial
instruments held for
hedging {note 33(b)in(1%

Advances to customers and other accounts

A RITHE KFRT
The Group The Bank
2007 2006 2007 2006
74,573,779 58,638,237 44,134,211 45,204,201
(105,976) (92,317} {67,959) (70,0186)
(135,987) (168,717} (74,162) {146,411)
74,331,816 58,377,203 43,992,090 44,987,774
93,920 47,539 - 47,539
521,042 417,531 410,418 375,476
1,828,424 1,854,565 899,603 1,106,396
783 7,420 783 7,420
76,775,985 60,704,258 45,302,894 46,524,605




18. EFERRRMRES)

(b)

(Continued)

18. Advances to customers and other accounts

FEERETHRDR (b} Advances to customers analysed by industry sectors
ERFHERZTRANRRREER A The information concerning advances to customers by industry
BYRRARBRAT AR E R - sectors is prepared by dlassifying the advances according to the
usage of the advances and is stated gross of any impairment
allowances.
KFHITREE
The Group
2007 2006
EF ©OEME E HE
BRER BEFER BRuasm BERPHER
Gross Impaired Gross Impaired
advances advances to advances advances to
to customers customers  to customers customers
EEHBERAZAR Advances for use in Hong Kong
I% - -HXERSE Industrial, commercial
and financial
—MERE ~ Property development 467,348 - 405,490 -
—PRIRE — Property investment 12,752,571 21,882 10,901,148 27.316
—EAIE S — Financial concerns 1,491,123 - 1,101,513 -
—IREARL — Stockbrokers 322,990 - 346,457 -
—HRETER —Wholesale and retail trade 757,592 18,695 807,723 16,767
— By - Manufacturing 1,257,800 46,910 1,241,327 16,906
—ERRERRE - Transport and transport
equipment 5,837,444 10,256 2,416,631 3,283
—HmEHE - Information technatogy 1,891 - 127,069 -
—REFHz H - Share financing 244,301 - 277,747 -
—Eft - Others 3,239,171 34,222 2,635,671 50,973
fELA Individuals
—-BEBEREE] - — Advances for the purchase
[RABBEE of flats under the Home
EEHE RIS Ownership Scheme,
BHE IS Private Sector Participation
HEQEBHE Scheme and Tenants
BFZHER Purchase Scheme or
their respective
successor schemes 2,200,965 2,089 1,591,838 2,836
—HMEHMEEDE — Advances for the purchase
ZHER of other residential
properties 16,811,653 29,196 14,692,277 - 48,552
—EFAEER - Credit card advances 373,577 2,741 323,145 5116
—Efth - Others 4,387,380 42,489 3,238,841 54,241
50,145,806 208,480 40,106,877 225,990
HAans Trade finance 3,283,349 20,636 3,049,104 27,069
EEHLNMEBAZER Advances for use outside
Hong Kong
— T EAH — Mainland China 12,082,546 67,937 9,257,219 70,382
—M — Macau 9,052,217 28,084 6,211,056 40,651
-~ HAth — Others 9,861 - 13,981 -
21,144,624 96,021 15,482,256 111,033
74,573,779 325,137 58,638,237 364,092
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(Continued)

(b)

{Continued)

18. Advances to customers and other accounts

Advances to customers analysed by industry sectors

KFERIT
The Bank
2007 2006
EF WA ES S HE
Biem EFER BERiaE EPER
Gross impaired Gross Impaired
advances advances to advances advances to
to customers customers  to customers customers
Advances for use in Hong Kong
industrial, commercial
and financial
- Property development 457,348 - 405,490 -
~ Property investment 12,302,351 21,111 10,815,074 26,517
- Financial concerns 1,491,123 - 1,101,513 -
- Stockbrokers 322,990 - 346,457 _
- Wholesale and retail trade 755,822 18,695 805,722 16,767
- Manufacturing 1,111,956 46,182 1,139,576 16,762
- Transport and transport o
equipment 265,904 - 326,691 -
- Infermation technology 1,863 - 127,069 -
- Share financing 244,301 - 277,747 -
- Others 2,986,841 33,349 2,421,308 50,973
Individuals
- Advances for the purchase
of flats under the Home
Ownershig Scheme,
Private Sector Participation
Scheme and Tenants
Purchase Scheme or
their respective
successor schemes 2,200,831 2,089 1,591,838 2,836
— Advances for the purchase
of other residential
properties 14,236,752 25,330 13,122,821 46,480
— Credit card advances 373,577 2,741 323,145 5116
— Others 1,972,181 29113 1,508,815 39,892
38,733,840 178,610 34,313,266 205,343
Trade finance 2,931,986 13,105 2,773,451 19,043
Advances for use outside
Hong Keng
— Mainland China 2,384,974 3,513 8,023,139 68,784
- Macau 73,550 - 80,364 -
- Qthers 9,861 - 13,981 -
2,468,385 3,513 8,117,484 - 68,784
44,134,211 195,228 45,204,201 293,170




18. EFERREMEREA(R) 18. Advances to customers and other accounts
{Continued)

(0 HEZEFRR (<)
REzFFEREE  HEAamERE
BREEFRSZFNT

Impaired advances to customers

The gross impaired advances to customers, market value of
collateral held with respect to such advances and individual
impairment allowances are as follows:

RFRITEE KFRTT
The Group The Bank
2007 2006 2007 2006
e BFERER Gross impaired advances 7
to customers 325,137 364,092 195,228 293170
EEFERRE Gross impaired advances
ZEHL to customers as a percentage of :
total advances to customers 0.44% 0.62% 0.44% 0.65%
BEEFPHEINZ Market value of collateral held with
IR T{E respect to impaired advances
to customers 197,662 269,028 110,224 223,491
B RRE Individual impairment allowances 105,976 92,317 67,959 70,016

REzEFEFUERERETR - AEEEEH
BERzEHRAERSE - SR RAERBR
A E s 2 FREREEMRFEZBES
#H HZERRTEREMERER-

RIFBLFET_HA=+T-"BRIEERE
TZA=1+—8 " FREBERTFRITRZEZZH
F o BEEEZBITRRERN - FEREER
FEERE -

Impaired advances to customers are individually assessed loans
with objective evidence of impairment on an individual basis.
Individually assessed impairment allowances were made after
taking into account the net present value of future recoverable
amounts in respect of such lpans and advances, and the collateral
held mainly comprised properties and vehicles.

There are no impaired advances to banks nor individual

impairment allowances made on advances to banks as at 31st
December, 2007 and 31st December, 2006.
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(Continued)

Net investments in finance leases and hire purchase

(d) REARKEENSHZFRER: (d)

EFEXERIREEERARMEAR
AUz BRANETRERZREZE
REE-REREHERMESOEYK
HEEARRAERARENT

FEMBRER Amount receivable:
1R Within 1 year
1A EA5FR After 1 year but
within 5 years
SELE After 5 years
BEBERZ @R Individual impairment
HIEEE allowances for impaired

loans and advances

B R Collective impairment
allowances for loans
and advances

BERTRRN Unearned future income
FREMA on finance lease

REAGRHBSHZ Net investment in finance
FIEER ' leases and hire purchase
contracts

RBTH+HF+-_A=+—HE=FT

ANETZAZ+T—RB FEFESRE
HARABE Q2 REEE -
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contracts

18. Advances to customers and other accounts

Advances to customers include net investment in equipment
leased to customers under finance leases and hire purchase
contracts having the characteristics of finance leases. The total
minimum lease payments receivable under finance leases and hire
purchase contracts, and their present values are as follows:

RFRITHRE
The Group
2007 2006
BEER HIEAE
RREE TRIR{E
Present =ERE Present BERERE
value of ¢ E] value of e
the Total the Total
minimum minimum minirnum minimum
lease lease lease lease
payments payments payments payments
3,678,245 4,191,192 1,856,521 2,087,318
4,489,754 4,876,943 2,039,947 2,220,070
116,624 125,899 94,378 120,057
8,284,623 9,194,034 3,990,846 4,427,445
(9,950) - (1,658) -
(24,743) - (11,914) -
- {909,411) - (436,599)
8,249,930 8,284,623 3,977,274 3,990,846

December, 2006,

There is no receivable under finance lease and hire purchase
contract for the Bank as at 31st December, 2007 and 31st
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18. Advances to customers and other accounts

(Continued)

{e) Impairment allowances for loans and advances

At 1st January
Additions through acquisition
of a subsidiary

Additions
Releases

Net charged

/ {credited) to consolidated

income statement

Unwind of discount of loan impairment loss

(note 5(a))

Recoveries of advances written off
in prior years
Amounts written off

At 31st December

Representing impairment allowances for:

Trade bills

(note 15)

Advances to customers {note 18(a))

At 1st January

Additions
Releases

Net charged

/ {credited) to consalidated

income statement

Unwind of discount of loan impairment loss

(note 5(a))

Recoveries of advances written off
in prior years
Amounts written off

At 31st December

Representing impairment allowances for:

Trade bills

(note 15)

Advances to customers {note 18(a))

KFRITHRE
The Group
2007

&3 B &t

Individual Collective Total

96,672 169,002 265,674

4,167 35,505 39,672

130,888 5,037 135,925
(61,114) (73,281) {134,395)

69,774 (68,244) 1,530
(9,281} - (9.281)

38,198 - 38,198
{92,051} - (92,051)

107,479 136,263 243,742

1,503 276 1,779

105,976 135,987 241,963

107,479 136,263 243,742

AFRTEE
The Group
2006

el i ast

Individual Collective Total

120,681 208,498 329,179

53,779 - 53,779
(13,510} (39,496) (53,006}

40,269 (39,496) 773
(2,672} - {2,672}

42,237 - 42,237
{103,843} - {103,843}
96,672 169,002 265,674

4,355 285 4,640

92,317 168,717 261,034

96,672 169,002 265,674
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18. Advances to customers and other accounts

(Continued)

(e} Impairment allowances for loans and advances {Continued)

KFERIT
The Bank
2007
&3 B &%t
Individual Callective Total
At 1st January 74,371 146,690 221,061
Transfer to a subsidiary (22,276) (54,173) (76,449)
Additions 79,633 5,037 84,670
Releases (34,903) (23,117) {58,020)
Net charged / (credited) to income statement 44,730 {18,080) 26,650
Unwind of discount of loan impairment loss (7.801) - (7.801)
Recoveries of advances written off
in prior years 22,212 - 22,212
Amounts written off (41,774) - (41,774)
At 31st December 69,462 74,437 143,899
Representing impairment allowances for;
Trade bills {(note 15) 1,503 275 1,778
Advances to customers {note 18(a)) 67,959 74,162 142,121
69,462 74,437 143,899
FHRIT
The Bank
2006
i3 2R &5t
Individual Collective Total
At 1st January . 105,155 179,450 284,605
Additions 33,295 - 33,295
Releases (9,500) (32,760) (42,260)
Net (credited)ycharged to income staternent 23,795 (32,760) {8,965)
Unwind of discount of loan impairment loss (2,672) - {2,672)
Recoveries of advances written off
in prior years 30,269 - 30,269
Amounts written off (82,176) - (82,176)
At 31st Decernber 74,371 146,690 221,061
Representing impairment allowances for:
Trade bills (note 15) 4,355 279 4,634
Advances to customers {note 18(a)) 70,016 146,411 216,427
74,371 146,690 221,061
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18. Advances to customers and other accounts
{Continued)
{f) Repossessed assets
During the year ended 31st December, 2007, the Group has
taken possession of collateral it holds as security as follows:

T:
KFHRITHRE KFRT
The Group : -The Bank
#HH Nature 2007 2006 2007 2006
T Residential properties ' 58,588 120,768 33,647 117,618
Hif Vehicles 27,452 19,177 - -
Hit Others 2,848 1,666 - -
88,888 141,611 33,647 117,618

B EROEENTE -

FREFHEMBZUREBERKRFR
ER - UNMBREZ2EFEN  XAT

&EfraR -

The amount represents the market value of the repossessed assets.
Repossessed assets obtained are intended to be realised in an

orderly fashion to repay the impaired advances to custormners and
are not held for the own use of the Group.
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19. REZIPARTHHEELSEME 19. Held-to-maturity and available-for-sale

B financial assets
KT RITHME XFRT
The Group The Bank
2007 2006 2007 2006
(E®) (EH)
(restated) : (restated)
HAZEDMB 2B ©  Held-to-maturity debt securities:
FELE™ Listed in Hong Kong 81,481 83,424 81,481 83,424
y::: 35 ol i4 Listed outside Hong Kong 266,302 248,737 266,302 248,737
347,783 332,161 347,783 332,161
FEWH Unlisted 8,422,974 12,012,660 6,244,920 9,436,318

8,770,757 12,344,821 6,592,703 9,768,479

Hep: of which:
E§chieE ] Treasury bills 2,893,910 2,684,233 848,458 597,572
HitHHEERMEZ Other held-to-maturity debt
g% securities 5.876,847 9,660,588 5,744,245 9,170,907
8,770,757 12,344 821 6,592,703 9,768,479
Rl MRS Available-for-sale debt securities:
x5 i Listed outside Hong Kong 6,205,624 6,566,073 6,153,545 6,514,242
JELET Unlisted 3,768,366 3,192,960 3,662,359 3,140,872
9,973,990 9,759,033 9,815,904 9,655,114
Hep: of which:
ks FRE Certificates of deposit held 45,005 - - -
HibrTiiim 2 %8 %  Other available-for-sale debt
securities 9,928,985 9,759,033 9,815,904 9,655,114
9,973,990 9,759,033 9,815,904 9,655,114
A 2 AR Available-for-sale equity securities: _
T Listed in Hong Kong 62,614 1,600 - 62,614 1,600
FE £ Unlisted 84,527 113,139 73,793 102,404

147,141 114,739 136,407 104,004

10,121.131 9,873,772 9,952,311 9,759,118

18,891,888 22,218,593 16,545,014 19.527 597

HAEZNEMAZ LTI Market value of listed
fHHFzmigRE : held-to-maturity debt
securities 351,708 330,673 351,708 330,673

BREERHAZELD Fair value of unlisted
T AN - | held-to-maturity debt
securities 8,425,115 11,936,593 6,245,897 9,363,190

108




19. BEEXHERIRHESHE

20.

E(3

HEZHHBREZXEHTINAT

BTHR
EHTR
N
BITRR
&%

Issued by:
Sovereigns
Public sector entities
Banks
Corporates
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FEHARREG (RE)

Issued by:
Sovereigns
Public sector entities
Banks
Corporates

19. Held-to-maturity and available-for-sale
financial assets (Continued)
Held-to-maturity investments analysed by counterparty are as follows:

KFRITEE KFHRIT

The Group The Bank
2007 2006 2007 2006
2,893,910 2,684,233 848,458 597,572
231,919 232,370 231,919 232,370
4,859,769 8,364,890 4,750,568 7,906,300
785,159 1,063,328 . 761,758 1,032,237
8,770,757 12,344,821 6,592,703 9,768,479

Available-for-sale financial assets analysed by counterparty are as

kFHRITHER FIRTT
The Group The Bank
2007 2006 2007 2006
8,028 7,695 8,028 7,695
106,840 105,803 81,247 80,732
8,688,747 9,308,472 8,602,147 9,259,338
1,317,516 451,802 1,260,889 411,353
10,121,131 9,873,772 9,952,311 9,759,118
20: Investments in subsidiaries
KFHRT
The Bank
2007 2006
3,113,060 682,707

Unlisted shares, at cost
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20.

110

Ff 2 B3R & ()
EEMBAARAMTF :

DEEH

Name of company

R AFRITER DA
Banco Weng Hang, 5.A.

KFRIT(F)ARLE
Wing Hang Bank (Cayman) Limited

XFRIT(PRIBRLE]
Wing Hang Bank (China) Limited

BN ERAMEERAT
Inchroy Credit Corporation Limited

KFREERAF
Wing Hang Finance Cornpany Limited

KT ERAMBARAT
Wing Hang Credit Limited

AT HRERBREERDT]
Wing Hang Zurich Insurance Company
Limited

KT IRMEBERAT
wing Hang Insurance Brokers Limited

KFRBAEERAGE
wing Hang Insurance Agency Limited

KFRHFHRAE

Wing Hang Shares Brokerage Company Limited

KFRITERERAT]
Wing Hang Bank (Trustee) Limited

HFRIT(ER A ARLRA
Wing Hang Bank {Nominees) Limited

BREEERAR
Cheuk Woo Enterprises Company
Limited

20. Investments in subsidiaries (Continued)
The following list contains only the particulars of principal subsidiaries:

Bl R

BE N
Place of
incorporation
and operation

ey

Macau

kel L)
Cayman Islands

¢
People s Republic
of China

i
Hong Kong

&
Hong Kong

it
Hong Kong

&
Hong Kong

A
Hong Kong

it
Hong Kong

]
Hong Kong

&
Hong Kong

THE
Hong Kong

HiE
Hong Kong

o RT
FiafmE
Nominal value
of issued
ordinary shares

MOP120,000,000

Us325,000,000

RMB1,000,000,000

HK$25,000,000

HK$130,000,000

HK$20,000,000

HK$45,000,000

MHK$100,000

HK$50,000

HK$10,000,000

HK$3,000,000

HK$10,000

HK$10,000

KET
BaER
Percentage
held by
the Bank

100%

100%

100%

100%

100%

100%

65%

100%

100%

100%

100%

100%

100%

TERK

Principal
activities

WITHB
Banking
RITHRE
Banking

BHITEH
Banking

BEFRREMEER
Deposit Taking and
Hire Purchase

ERFRRERER
Deposit Taking and
Hire Purchase

HBER

Consumer Lending

RRER

Insurance

(RERARS

Insurance Broker

RERARE

Insurance Agency

EHEK

Securities Dealing

B ¥EARRS

Frustee Services

IR

Nominee Services

VERE

Property Investment




20.

21.

Bt O 2 Rl (30)

nRBHE

Name of company

H—ETRAA
Henfirst Land Limited

Wing Hang Financial Holdings (BVI) Limited

20. Investments in subsidiaries {(Continued)

EEdtifsd EE®1T FRIT

ik agaik iR mE HHES
Place of Nominal value Percentage FTERK
incorporation of issued held by Principal
and operation ordinary shares the Bank activities
HiE MERA
Hong Kang HK$27,000,000 100% Property Investment
HBRLES . EMRERTTA
British Virgin Islands us§10 100% Issuer of

Subordinated Notes

BHEARRE 21. Investments in associated companies

KFRITRE KFRIT

The Group The Bank
2007 2006 2007 2006
LT (RE) Unlisted shares, at cost - . - 112,000 112,000
ELFHEE Share of net assets 156,301 135,906 - -
BT@MELE . Loans to associated companies 141,888 62,000 141,888 62,000
298,189 197,906 253,888 174,000

RoBRLE+-A=+—R BFEHELA
ZHBAEAR_BRNET-AMEZR
EH - 2L HERE%10,533,000T(ZFFX
£ #%62,000,0007T) - AFTEEERE
PHEERITITH FPRIE A ME S HHEPH
TN 131,355,0007C - R EBRRNENER
EHRITERKERN0.55% RRBER_F
—ZF  BEERESHREE-R—+F -
5 RHTEE36(d)

ZEREF+TZA=+-BRIRFAF
“R=+-E  AEEETHEAF 2R

i3
+
B ERRSERREEE -

At 31st December, 2007, the outstanding balance of the loans
to associated companies included an unsecured and interest-free
loan amounting HK$10,533,000 (2006: HK$62,000,000) which is
repayable in Decembar 2008. It also includes secured toans amounting
to HK$131,355,000 which arise from the sale of bank premises to
associated companies during the year. The latter loans are interest
bearing at 0.55% per annum over HIBOR and are repayable by 2012
with an option to extend the repayment period to 2017, For details,
please refer to note 36(d).

There are no individual impairment allowances made on the loans to

associated companies at 31st December, 2007 and 31st December,
2006.
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21, BEARRE (M) 21. Investments in associated companies
(Continued)
BEASRMWT : The following list contains the particulars of associated companies:
EME BB RRIT
EE EiRmEE FAES
Place of Norminal value Percentage B TERK

NG incorporation of issued held by Voting Principal

Name of company and operation ordinary shares the Bank power activities

BBERER AT i oz EREERGBIRE

Bank Consortium Hong Kong HK$150,000,000 ) 27% 2outof 7* Services for

Holding Limited Retirement
Schemes

FRADVRBER QR & =gz R RS

Hong Kong Life Insurance Limited Hong Kong HK$210,000,000 33% 1 out of 3* Insurance

HEEBRTIER AT B BRZ—* SENE R MRS

Joint Electronic Teller : Hong Kong HK$10,023,800 20%(a) 1 out of 5* ATM Network

Services Limited

- FREALROREZBABE - * Representing the Group's number of votes on the board of directors of

the respective associated companies.

M : (@) FEEREABRANARCTMERIED Notes: (a3} The Group's share of net asset in Joint Electronic Teller Services
12 A M Po sk ub B £ 2 W) AT R B A B Limited is based on the Group's share of dividend received from this
2EH- associated company during this year.

BELTMBEARRERSMOT ¢ : Summary financial information on associated companies is set out

below:
2007
BERUA ik
Total AR
AE ffit Begigas operating B Profit
Assets Liabilities Equity income Tax after tax
BRZ—A 100 percent 3,450,194 2,471,134 979,060 362,519 26,441 390,366
AMEMTEES  Group's effective interest 953,463 797,162 156,301 80,835 6,121 115,178
2006
BRERA 237K 3
Total BH
HE Al BEES operating | Profit
Assets Liabilities Equity income Tax after tax
HAZ2—8 100 percent 2,601,235 1,857,334 743,901 294,198 18,772 199,962
KM TR ER Graup's effective interest 736,869 600,963 135,906 61,908 4117 50,951
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22. Tangible fixed assets

AFETRE
The Group
2007
H|ITITHE
ES
Bank
fERME  EiTR premises
Investment Bank | and &
properties premises  Equipment  eguipment Total
Cost or valuation
At 1st January, 2007 258,390 1,603,191 631,099 2,234,290 2,492,680
Additions
- through acquisition of
a subsidiary - - 17,077 172,077 17,077
- others - 306,521 119,982 426,503 426,503
Disposals {10,380} (268,775) (40,072) (308,847) (319,227)
Transfers from investment
properties to bank
premises (14,560) 14,560 - 14,560 -
Exchange adjustment - - (713) - (713) (713)
Surplus on revaluation 53,448 - - - 53,448
At 31st Decemnber, 2007 286,898 1,654,784 728,086 2,382 870 2,669,768
LRRBEZRELGESWET © The analysis of cost or valuation of the above assets is as follows:
At cost - 1,261,182 728,086 1,989,268 1,989,268
At valuation
2007 286,898 - - - 286,898
1990 - 357,888 - 357.888 357,888
1989 - 9,347 - 9,347 9,347
1984 - 26,367 - 26,367 26,367
286,898 1,654,784 728,086 2,382,870 2,669,768
Accumulated depreciation
At 1st January, 2007 - 175,350 423,542 598,892 598,892
Addition through acquisition
of a subsidiary - - 15,719 15,719 15,719
Charge for the year (note 5(f)) R 25,443 65,067 90,516 90,516
Written back on disposals - (32,195} (32.632) (64,827) (64,827)
At 315t December, 2007 - 168,604 471,696 640,300 640,300
Net book value
At 31st December, 2007 286,898 1,486,180 256,390 1,742,570 2,029,468

200712 A3 B &R
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22. AFEEEE)

22. Tangible fixed assets (Continued)

KFRITEE
The Group
2006
B34
it
Bank
wEDR RITITHE prermises
Investment Bank iyt and &3
properties premises  Equipment  equipment Total
KA IKE Cost or valuation
200651 BB &k At 1st January, 2006 231,447 1,470,382 584,120 2,054,502 2,285,949
3 Additions - 186,728 68,500 255,228 255,228
hs Disposals (9.800) (43,025) {21,521} {64,546) (74,346}
BBTTTIHEEERENE Transfers from bank
premises to
investment properties 21,175 {21,904) - (21,904} (729}
HitRe: Surplus on revaluation 15,568 11,010 - 11,010 26,578
200612 A31 A&k At 31st December, 2006 258,390 1,603,191 631,099 2,234,290 2,492 680
ElEEZRALGESIOT ¢+ The analysis of cost or valuation of the above assets is as fallows:
B At cost - 1,209,589 631,099 1,840,688 1,840,688
&8 At valuation
20064F . 2006 258,390 - - - 258,390
19904 1990 - 357,888 - 357,888 357,888
19895 1989 - 9,347 - 8,347 9,347
1984%F 1984 - 26,367 - 26,367 26,367
258,390 1,603,191 631,099 2,234,290 2,492,680
FEAM Accumulated depreciation
20061 R1B &tk At tst January, 2006 - 158,987 389,474 548,461 548,461
FEERE (FRSW) Charge for the year {note 5¢f)} - 26,909 54,333 81,242 81,242
hedicdi i ) Written back on disposals - 9,817) {20,265) {30,082} (30,082)
MEATIHEEERERE Transfers from bank premises to
investment properties - (729) - (729) {729)
200612 AN HER At 31st December, 2006 - 175,350 423,542 598,892 598,892
HEmRAE Net book value
200612 A31 A g At 31st December, 2006 258,390 1,427,841 207,557 1,635,398 1,803,788
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22. Tangible fixed assets (Continued)

.Cost or valuation
At 1st January, 2007
Additions
Disposals
Transfer to a subsidiary

At 31st December, 2007

LTHREEZRAEARGEESHWT ¢ The analysis of cost or valuation of the above assets is as follows:

BE

i
19904F
19894

FERM
20071 A1 &8
FEEIRE
BEEFRAF
HEME

2007912831 B&R

IREEE
2007F 12310 &8

At cost

At valuation
1990
1989

Accumulated depreciation
At 1st lanuary, 2007
Charge for the year
Transfer to a subsidiary

Written back gn disposals

At 31st December, 2007

Net book value
At 31st December, 2007

KF BT
The Bank
2007
#BI777HE
BEH
. Bank
RaNE RITITIE premises
Investment Bank R and &%
properties premises  Equipment  equipment Total
10,380 1,076,147 522,348 1,598,495 1,608,875
- 172,564 101,424 273,988 273,988
(10,380) (264,054) {36,309) (300,363) (310,743}
- (34,382) (22,173) {56,555) {56,555)
- 950,275 565,290 1,515,565 1,515,565
- 591,537 565,290 1,156,827 1,156,827
- 357,888 - 357,888 357,888
- 850 - 850 850
- 950,275 565,290 1,515,565 1,515,565
- 131,881 350,332 482,013 482,213
- 14,418 49,231 63,649 63,649
- (6,608) (8,237} (14,845) (14,845)
- (31,167) (29,350) (60,517) (60,517)
- 108,524 361,976 470,500 470,500
- 841,751 203,314 1,045,065 1,045,065
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FrRBRAEEE () 22. Tangible fixed assets (Continued)
KFRIT
The Bank
2006
B|ITITHE
RiE
Bank
EEYE T4 premises
Investment Bank B and =H
properties premises  Equipment  eguipment Total
RARIEE Cost or valuation
200651 B1H At 1st January, 2006 18,300 1,099,842 488,64C 1,588,482 1,606,782
R Additions _ - - 49,741 49,741 49,741
s i Disposals (9,800) {23,695) (16,033) (39,728) (49,528)
HinZ@es Surplus on revaluation 1,880 - - - 1,880
200612 A1 BES At 31st December, 2006 10,380 1,076,147 522,348 1,598,495 1,608,875
FRAERAREEITMOT - The analysis of cost or valuation of the above assets is as follows:
B At cost - M7.409 522,348 1,239,757 1,239,757
hi& At valuation
2006%F 2006 10,380 - - - 10,380
19904 1990 - 357,888 - 357,888 357,888
19894 198% - 850 - 850 850
10,380 1,076,147 522,348 1,598,495 1,608,875
AR Accumulated depreciation
20061 H1E £ At 1st January, 2006 - 117,095 321,195 438,290 438,290
FEHES Charge for the year - 18,455 44,383 . 62,838 62,838
higidil Written back on disposals - (3,669) {15,246) (18,915) {(18,915)
2006 12BN AR At 315t December, 2006 - 131,881 350,332 482,213 482,213
RSB Net book value
2006 12B318 88 At 21st December, 2006 10,380 944,266 172,016 1,116,282 1,126,662
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F£A - X505 R AT % 143,000,0007
R i#%293,215,0007L i B B RITITHE TR
ORI FEARRRAR AN E L R2H
BORRBHEXARDSF] - FERATE6M) -

BT R A EERHEER - RZFFL
R EEARARGEERRE  BITITHER
BB R AE - RHHE%11,010,0007T -
WO HER B HEB I %1,927,0007T) ©

RSBt FE+_E=Z+—HBR-SF/ F
+ZAZ+—H - HEYRCEH B AR
TE-—AFEENHERYRARGRLT
(ESHATAFTENLMBRENTENA) -
BORTEER -

MEMERIETZITHMNEEERHFE
A - HIRE{ER SR 4% %1,175,560,000
FT(=FRAF - E%1,121,2340007% )
BARAMSS1L401000 (= FFAF - B%
652,099,0005T) =

22. Tangible fixed assets (Continued)

During the year, the Group has disposed certain of its bank premises
to Hong Keng Life Insurance Limited, its associated company, and
Bank Consortium Trust Company Limited, a subsidiary of its associated
company, at considerations of HK$143,000,000 and HK$293,215,000
respectively, For details, please refer to note 36(d).

Bank premises are stated at cost or directors’ valuation. There is no
revatuation surplus which has been transferred to the bank premises
revaluation reserve of the Group during 2007 (2096: Surplus of
HK$11,010,000 net of deferred tax of HK$1,927.000 has been
transferred).

Investment properties are revalued by an independent firm of surveyors,
Savills Valuation and Professional Services Limited, who have among
their staff, Fellows of the Hong Kong Institute of Surveyors, on an open
market value basis as at 31st December, 2007 and Z1st December,
2006.

The carrying amount of the bank premises of the Group and the Bank
would have been HK$1,175,560,000 {2006: HK$1,121,234,000} and
HK$551,401,000 (2006: HK$652,099,000) respectively had they been
stated at cost less accumulated depreciation.

EAYERETITLHEDFEBRE The net book value of investment properties and bank premises
comprises.
KFHRITHRE T RTT
The Group The Bank
2007 2006 2007 2006
KARE FREEHOLD
— o - Held outside Hong Kong 86,601 47,519 - -
Liikol LEASEHOLD
- g - Held in Hong Kong
RHEI Long-term leases
(AMEAESOE A EH) {over 50 years unexpired) 929,890 861,992 523,903 492,215
o HI#Y Medium-term leases
(ARME10FEES0FH) (10 to 50 years unexpired) 517,714 627,114 311,385 427,318
— s - Held outside Hong Kong
361! Long-term leases
(AREESOFLALSR) {over 50 years unexpired) 12,387 1,993 1,955 1,993
o HAHD Medium-term leases
(EHE10FES0FH) {10 to 50 years unexpired) 88,443 42,212 4,508 33,120
B Short-term leases
(HREBEIOFATE) {less than 10 years unexpired) 138,043 105,401 - -
1,773,078 1,686,231 841,751 954,646
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BEERERE(X) : 22. Tangible fixed assets (Continued)
AMEEREHEAAEALAREDE - B8 The Group leases out investment properties under operating leases. The
FHRTABM-E=F - EHEAYTEES leases typically run for an initial period of two to three years. None of
ikl ' the leases includes contingent rentals,
FENEGHEGHAMTSIRERNETE Y All properties held under operating leases that would otherwise meet
BV BREME - the definition of investment property are classified as investment
property.
RBTA RS ESAN  SREMARRERE The Group's total future minimum lease payments under non-
BEORESHENT cancellable operating leases are receivables as follows:
K FHRITIRE
The Group
2007 2006
1R Within 1 year ' 9,883 10,349
1 LBSERA After 1 year but within 5 years 3,942 8,294
13,825 18,643
mR 23. Goodwill
() TR (a) Goodwill
KFRITHRE XFIRTT
The Group The Bank
2007 2006 2007 2006
Az Cost
1A1B&% At 1st January 848,592 848 592 847,422 847,422
G ST SN R il Addition through acguisition
of a subsidiary 459,008 - - -
12ZANHERE At 31st December 1,307,600 848,592 847,422 847422
AFtE{EBx Accurnulated impairment loss
1E1812A31888 At 1st January/3 1st December 1,170 1,170 - -
FRTERE Net book value as
12E318 &8 at 3¥st December 1,306,430 847,422 847,422 847,422
by BSHRNRTEERNSSEARS {(b) Impairment tests for cash-generating units containing
goodwill
ZMAEEENEEEBSROKER Goodwill is allocated to the Group’s cash-generating units
FrigplmEGEERLOT ("CGU") identified according to country of operation and

business segment as follows:

2007 2006

Wiz FHEBTER Retail banking business acquired 1,019,136 560,128
Wz RRBITER Corporate banking business acquired 233,71 233,741
UaRE 2 BF R R R Treasury business acquired 53,553 53,553
1,306,430 847,422




23. B (R)

23. Goodwill (Continued)

(b) EEHENASEERGZEOAR (b) Impairment tests for cash-generating units containing

()

ReLESUNEKRDSEAREER
BENE - HFHEFZEREEECHEE
MEFHRBEREHNRERERE - BB
THRBRMRER AR TR GEFE
tEfEE - BEFTAHBZREHES
PR BB REITHERE -

goodwill {Continued)

The recoverable amount of the CGU is determined based on
value in use calculations. These calculations use cash flow
projections based on financial budgets approved hy management
covering a five-year period. Cash flows beyond the five-year
period are extrapolated using the estimate rates stated below.
The growth rate does not exceed the long-term average growth

rate for the business in which the CGU operates.

AREABEETFNIERR Key assumptions used for value in use calcutations:
2007 2006
Y %
MER Growth rate 6.93 6.54
FrnE Discount rate 9.64 936
24, BTRA%E - PRETRAMMEM 24. Deposits and balances of banks, central banks
. E= - - - - -
BMB2ER and other financial institutions
BRI - FRETREMSRBB TR Deposits and balances of banks, central banks and other financial
AT institutions are analysed as follows:
KFRITEE KT ERIT
The Group The Bank
2007 . 2006 2007 2006
FRE\PITZER Deposits from central banks 1,691 30,555 - 30,555
BITRRZER Deposits from banks 2,816,023 1,662,332 1,175,558 1,642,869
2,817,714 ' 1,692,887 1,175,558 1,673,424
25. BEFEX 25. Deposits from customers
KFHMITHEE K FRIT
The Group The Bank
2007 2006 2007 2006
EHEHRERRERP Demand deposits and
current accounts 11,718,115 10,732,083 9,816,427 9,418,873
(EETERN Savings deposits 16,893,269 15508366 11,713,994 10,910,605
FHRF S RIRATER Time, call and notice deposits 85,357,602 75,826,498 67,802,134 60,854,590
113,968,986 102,066,947 89,332,555 81,184,068
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CRITHFERE 26. Certificates of deposit issued
KFRITES KT EIT
The Group The Bank
2007 2006 2007 2006
AR SSR A5T T 2 E BT Certificates of deposit issued
s (at amortised cost) 2,014,984 2,205,000 1,815,000 2,205,000
KoY MEZEARZRZ Structured certificates of deposit
SRTEBEERE issued measured at fair value
through profit or oss 1,294,220 1,510,303 1,294,220 1,515,276
3,309,204 3,715,303 3,109,220 3,720,276

RIFFSCFE+oR=+—0 BEEFED
% UATAEBABZEZ CBRTEBLEETER
BIREE S REBRBTHREERETS
#1 L &85 BIE % 28,300,000 T —FF A~
£ ¢ #E%85,021,0007T ) B %% 28,300,000 7T
(=TT F : #B%85,100,0007T) =

At 315t December 2007, the carrying amounts of-structured certificates
of deposit issued measured at fair value through profit or loss are
lower than their contractual amount payable at maturity for the
Group and the Bank by HK$28,300,000 (2006: HK$85,021,000) and
HK$28,300,000 (2006: HK$85,100,000) respectively due to changes in
benchmark interest rates.

HERAGANR _ 27. Trading liabilities
BORBaMEsFRAABRITEERIAZ Trading liabilities represent negative fair values of derivative financial
BAFE - R 5| MM E330bX0E) © instruments held for trading. Details are set out in note 33(b)(ii)(2).
FROTHATEZAMRERRBLANZESLZ Trading liabilities of the Bank include negative fair values of derivative
HESRIANE D FIEANS590,000(= financial instruments transacted with a subsidiary amounting to
BENGF - H%1,4950007T) ¢ HK$580,000 {2006: HK$1,495,000).
HifRE R 2 28. Other accounts and provisions
KT RITHEM KFRT
The Group The Bank
2007 2006 2007 2006
HIEHPRRITESRTA Negative fair value of derivative
ZBRB¥ENHE financial instruments held for
(FEE33(bYH Y hedging (note 33(LIEY 15,052 7,708 15,052 7,708
BEGMBESMARE Amount payable for purchase of
debt securities - 38,880 - 38,890
e Acceptances outstanding 521,042 417,531 410,418 375,476
H AR AR R R Other payables and interest
payable 1,750,552 1,517,849 890,057 711,741
2,286,646 1,981,978 1,315,527 1,133,815




29. KA

LABBEHRR ANEL ST 2
325,000,000% 7 -
5.25% & MR

A MESARSESHET
400,000,000 7T -
6.00% FH kAL NRR

US$325 million 5.25%
subordinated guarantee notes,
measured at amortised cost

US$400 million 6.00% step-up
perpetual subordinated notes,
measured at fair value

29. Subordinated liabilities

SFRITRE KFIRTT
The Group The Bank
2007 2006 2007 2006

2,535,747 2,527,850 - -

through profit or loss 3,123,142 - 3,123,142 -

R-FF=F ARTH-BMNZEMBY
#4:/Wing Hang Financial Holdings (BVI)
Limited 17 5 & {8 # % 2,535,747,000 T
(325,000,000 7T ) T ERHRBRFMIEN
R« BRBUFRS2%NERRE - HE
—FRNF+A+TE - ERMETEERMEBE
REMBZERE - MFLRETAEENS
BEfIH 2 BIMER2. 75%ET 8 « RETERIFEH
BT RE R SR g R R B L
MZRBTRMNZAAERE - ZFRRER=
B-=E+ATHEH-

R-SFrEMA+AR - 2RTBAEERE
7% 3,125,520,0007T(400,000,0005 7T ) BE5F
FEHRBATHSHKAKDRE - ZF&
LEREOI%MNELIE HE_F—+45M0
A+hR - EREXETESERFREADE
FER - MIFRRFERUETRAEFERNES
1.85%F 858 - AEHBERTNEFHRTS
LM - RoBF+E+-A=+—18 ' &&
A2 REEAREM3,123,142,0007T »

R-ZBFSLE+ZA=+—F - LATEE
BAREZ SFkARMTREDE - BX
SEESRITROCERENENLSESE
%2,222,0007C * R EXRITEEERR
HRMANATNHEAR ANBEALARY
112,922,0007C »

5,658,889 2,527,850 3,123,142 -

In 2003, Wing Hang Financial Holdings (BVI) Limited, a single purpose
wholly-owned finance subsidiary of the Bank, issued subordinated
notes qualifying as tier 2 capital with a face value of HK$2,535,747,000
(US$325,000,000). The notes bear interest at a fixed rate of 5.25% per
annum until 10th October, 2008 and will be reset at the US Treasury
Rate plus 2.75% per annum if the notes are not early redeemed at
the option of the issuer. The Bank unconditionally and irrevocably
guarantees all amounts payable under the notes which are listed on the
Singapore Exchange Securities Trading Limited. The notes will mature
on 10th October, 2013,

On 19th April, 2007, the Bank issued step-up perpetual subordinated
notes qualifying as tier 2 capital with a face value of HK$3,125,520,000
{US$400,000,000). The notes bear interest at a fixed rate of 6.00% per
annum until 19th April, 2017 and are floating at LIBOR plus 1.85% per
annum thereafter if the notes are not early redeemed at the option of
the Bank. The notes are listed on the Singapore Exchange Securities
Trading Limited. The carrying amount of the notes as at 31st December,
2007 was HK$3,123,142,000.

At 31st December, 2007, the carrying amounts of the step-up perpetual
subordinated notes measured at fair value through profit or loss are
higher than their contractual amount payable at redemption for the
Group and the Bank by HK$2,222,000. The accumulated amount
of the change in fair value attributable to change in credit risk is
HK$112,922,000 for the Group and the Bank.
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30. HARR2 4T 30. Maturity profile
WFZAEEEARTEERA TIRE ST The following maturity profiles of the assets and liabilities of the Group
o = ’ and the Bank are based on the remaining periods to repayment at the
RREY A MBS ARSI - balance sheet date.
AFRIEE
The Group
007

1EAKE  3EAKE 1R
E3@AR BIER fsER

Over COver Over
DHAT 1BAR  month 3months Ty SEHL
Repayable Within but within but within but within Over g3 &
on demand Tmonth 3 monifs 1 year § years 5 years Undated Total
& Assets
REREHBARL - B Cash and balances with barks,
RARTRARES central banks and other
finandial institutians 3,306,767 - - - - - - 3,306,767
CHEHEORE - PAET Placements with banks,
RRRERARIR central banks and ather
financial institutions -~ 3511683 4685853 745,204 - - - 542740
g228 Trade bills 4360 173,600 111,304 11,162 - - 17,788 363,545
Jififiled 7] Trading assets - - - B0.75% 245541 - T0BAED 1034757
WATRARARG Finandial assets measured
ZEHRE & fair valve through
profit or loss - 41838 51,400 1,294,652 3384557 1927838 - 6,700,285
EPRR (Hit1sa) Advances 1o astomers
{note 18{a)) 2838531 4583200 4746458 9479560 25840193  26,710434 133378 74.331,816
SARERAHLHRE Advarces 10 banks and
ZER (Ha other financil institutions
{note 182 - - - 15,897 78,003 - - 93,920
HERNZARTERE Held-o-maturity and
ERAE avalable-forsale
financial assets - 15 1995124 4,386,072 9,674,701 1,151,106 147,141 13,891,888
RibAE Other assets 6,380 1,606,083 330,635 122,910 242,857 190 3681989 5991544
it Total assets §,201,869 31454150 11920774 16,136,213 39465872 29789628 4688756 139657262
% Liabilities
BRE  vaBOR Deposits and balances of banks,
RSSRBRIER central banks and other
financial institutions 158,495 1,187,598 491,252 902,409 71,960 - - 817,14
EEHR Deposits from customers 18,342,797 65,739,105 . 14,791,481 4,502,060 593,543 - - 113,968,986
BRI Cerificates of depasit issued - WL18) 1315275 888724 903,06 - - 3309204
TUEZaR Trading liabiities - - - - - - 765,344 765,344
#hat Subordinated liabilities - - - - - 157 31394 5658889
0N Cther fabilities ~ 1570646 296,946 607,785 90,444 - 63,268 2529089
A Total liabilities 28501,292 68699538 16,894,954 6,900,978 1,664,963 2,535,747 3951754 129149226
BE/ (RO 328 Net assetsAfialiites) gap
R of which:
FissRRE Certificates of deposit held
- REETHESRERR - inclded in available-for-sale
financial assets - - 19,998 25,007 - - - 45,005
fimEs Debt securities
-PEEERARAERN =included in trading assets - - - 80,756 245,541 - - 326,297
-PEERATRERA - included in financial assets
B SRAEN measured at fair value
through profit or loss - 41,838 51400 1294652 3384557 1927833 - 6,700,285
-BRETHAESHARN - included in available-for-sale
finandial assets - m,smn 520,529 3,388,331 5487879 220,674 - 9,928,985
-BREREEHERRRA - included in held-1o-maturity
investments - 1,226,173 1,454,597 972,733 4,186,813 930,431 - 8,770,757
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" 30. Maturity profile (Continued)

AFHITEN
The Group
2006
1BARE  3EAKE 1ERE
\BAR B1ER {BsEX
. QOver Over Over
ERAR 1BAR Tmonth  3months Tyear  SEHL
Repayable Within ~ butwithin  butwithin  butwithin Over b1 £}
on demand tmonth  3umonths 1 year 5 years § years Undated Total
Rssets
Cash and balances with banks,
central banks and other
finandial institutions 22537125 - - - - - - 253,185
Placement with banks,
central banks and other
financial institutions - BT 3519172 158,062 - - - 21505285
Trade bills 69,633 165,609 116,468 6,506 - - 8933 370,549
Trading assets - - - 50 248 114922 623,172 738392
Finarial assets measured
at fair value threugh
profit or loss - 77,789 - 128088 4,032,880 1,144,195 - 538295
Advances 1o customers
{note 18(2) 2333861 3674372 4340226 7588079 17365060 22731575 307,030 58,377,203
Advances to banks and other
finandial institutions
{nate 18(a)) - - - 31,693 15,846 - - 4753
Held-to-matunty and
available-for-sale
financial assets - 1,204050 1256429 2497048 1615101 995,305 114739 22,218,593
Other assets 399 156374 266,339 9,106 106,641 - 3202367 523638
Jotal assets 4560409 30533553 9,505,634 10,507,032 37701697 24,986,001 4256241 122,150.567
Lizhilities
Deposits and balances of banks,
central hanks and cther
financial institutions 121,794 635,464 49,767 756,466 129,3% - " - 1692887
Daposits from customers 26,187,186 57,108,732 13562286 4,826,049 381,405 289 - 102,066,947
Certificates of deposit issued - 208338 1,037,631 501,143 1,968,191 - - 3715303
Trading labilities - - - - - - 590,899 590,899
Subordinated liabilities - - - - - 252785 - 1527850
Other fiabilties - 1,358 256,229 478,783 70,820 - 68,315 2239958
Totat iabifities 267308580 58319345 14905913 656241 1549812 258119 659,214 112,833,844
Net assetsffiabilities) gap l2|,648_|§71 ) (28,785,792) WQ] ms_m 36,151,885 22457862 3597027 4.316,723
of which:
Deht securities
- incheded in trading assets - - - 50 248 114,922 - 115,220
- inchuded in financial assets
measured at fair valve
through profit of loss - 71789 - 128088 4032830 1,144,199 - 5,382,956
- included in available-for-sale
financial assets - - 25637 1836814 7590966 68,874 - 9735033
—included in hekd-to-maturity
invesiments - 1,204,049 497,051 £57,234 8,560,056 926,431 - 1234810
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30. Maturity profile (Continued)

HFBA
The Bank
2007
1BAKE  ERME 1ERE
B3@EAA B1%R {ESHFR
(ver QOver Qver
I 18AR Tmonth 3 months 1 year SELLE
Repayahle Within ~ butwithin ~ butwithin -~ butwithin Over a8 aft
on demand Tmonth  Imonths 1 year 5 years "5 years Undated Totdl
Assets
Cash and balances with banks,
centaibanksand
other finangial institutions 1,976,792 - - - - - - 197
PMacements with banks,
central banks and other
fimancial institutions - NN 4613818 55,188 - - - s
Trade bills 49,684 147,399 83,268 1,161 - - 11,696 303,208
Trading assets - - - 80,756 245541 - 708,163 1,034,460
Financial assets measured
at fair value through
prafit or loss - 41,838 51,400 1,294,652 3,384,557 1927838 - 6,700,285
Advances to qustomers
(note 18 1537013 3434987 1,982,160 3,731,620 12485918 18,820,232 - 43592090
Amounts due from subsiiaries 68452 2800276  1,555057  B,161484 1876038 £10,000 - 1530
Held-to-maturity and
available-for-sale
financial assets - 561,571 1,115,985 4,130,913 9,575,711 1,015,418 136406 16,545,014
Qther assets - 58,851 261,646 103,200 147,057 - 5199485 6,570,239
Total assets 4832001 29696971 10663495 17577984 274822 22373488 6,055,750 118914512
Liabilities
Deposits and balances of banks,
central banks and other
financiat institutions 148,301 1,027,257 - - - - - 1175558
Deposits from customers 1425554 53124289 11,669,352 898,17 215,143 - - 89332555
Centificatas of deposit issued - 202189 1315274 788,741 03,016 - - e
Trading iabiities - - - - - - 764,982 764982
Amounts due 10 subsidiaries 1330701 2783985 1291416 3266246 1080464 2528208 1 AR5
Subordinated liabilities - - - - - - B 31842
(ther fiabilities - §30.414 105,682 327,036 46,459 - 7,798 1437389
Total fiabiities 20904556 57972315 14481724 7280240 2145082 2528208 3915933 11,228078
Net asseisfliabifites) gap 18072555} (28.275.363) (3.818229) 10.297.744  15560.740 19845280 139817 7,686,434
of which;
Debt sequrities
- included in trading assets - - - 0,756 15,541 - - 326,297
~included in financial assets
measured at fair value
through rofit or loss - 41838 51,400 1,294,652 3,384,557 1,927,838 - 6,700,285
- induded in available-for-sale
finanaia! assets - nsn 517,526 3,380,330 5412,289 194,188 - 9815904
- indluded in held-to-maturity
investments - 250,000 598,438 759,593 4163412 821,230 - 6592703
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30. Maturity profile (Continued)

XERA
The 8ank
2006
1HA%E  EARE 1ERE
BIERA B15A ELETY
Over Ower Qver
ISR 1BAR Tmonth 3 months 1year SENE
Repayable Witin  butwithin - butwitn  butwithin Over grH ait
an demand imonth  3months 1year 5 years 5 yaars Undated Total
Assats
(Cash and batances with banks,

central banks and other

financial institutions 1,691,086 - - - - - - 1,681,088
Placemants with banks,

central banks and other

financial institutions - BESNe 345089 158,062 - - - 27444685
Trade bills 89,627 125919 116,456 9,506 - - 1810 ErERIL)
Trading assets - - - 5¢ 248 114922 634,358 745,578
Financial assets measured

a fair value through

profit o foss - .18 - 128088 4032880 1144199 - 53895%
Advantes to customers

{note 18{a)) 218918 2987811 3474247 5040703 12042794 19,278,001 44300 4498774
Advances to banks and

other finangial institutions .

{note 184) - - - 31,693 15,846 - - 47539
Amounts due from subsidiaries 456 100,787 60,000 4009436 1,450,260 1,665,000 - 7285939
Held-to-maturity and

available-for-sale

financial assets - 199,761 672,191 1941553 15753291 855,797 104004 19527597
Other assets 13 915,859 246,886 80,221 78523 - 3008033 432953
Total assets 31881100 28,243,655 3020278 11400002 33373842 23067919 3792505  111,770411
Liabilities
Deposits and balances of banks,

central banks and other

finandia) instiutions 10233 35,454 49,767 756,466 129,3% - - 1573414
Deposits from customers 20,340,174 45822330 10954961 3934835 131479 i ] - 81,184,068
Certificates of deposit issued - 208338 103763 505,116 1,968,191 - - 30276
Trading liabifities - - - - - - 592,379 502,379
Amounts due o subsidiaries 1,002,437 5,671,805 1,570,586 3,167,646 1,767,832 2,520,334 11 16,100,651
QOther liabilities - 684,330 217,300 356,794 2911 - 0511 1318913
Total liabilities AM042 53022267 14230245 BINEST 4019875 2504623 619902 104,589,711
Net asetsflabiies} gap (17563822) (4778612) (6208067} 2678755 39343067 20837296 3172603 7180700
of which:

Debt securities

- included in trading assets - - - 50 243 114,922 - 115220
- included in financial assets

measured at fair value :

through profit or loss - 77,789 - 128088 4032880 1,144,199 - 53895
- included in available-for-sale

financial assets - - 259,379 1822317 7535234 38184 - 9695,ild
- included in held-to-maturity .

investments - 19761 413413 119636 S280% 817613 - 9763470
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31. @&

HRRE
450,000,000/ —FF 74 : 450,000,0004%)
AN 1. 0072 BB

TEUAR & .
1B1AER
CARRIR B L 1T 2 RS
BERERAAE S BB TT 2 BB {7

294,964,380/ ( — B F7<4 1 294,220,5008% )
SFEY .00 Z BB

BalmE ATERDTEERNEER - T8
ERTRITHERLESR -—RNTARE -
FASERESRITHNBIREELEFRE
BT -

(a) EEEHE

FA - BRI BT HRALR
{3 295,000 (ZFF7XF : 200,000
B) - EMERAEY3,982,250m (=%
BF  AEN6,327,0007T) o HhM
95,0007T( — B ¥~ F - % 200,000
TL)CRARAACRR - R 3,887,250
T(=RENRF : #%6,127,0007T ) 8|
BARIHEAEA - R-SRLE+=
A=+—8 - RITHEZEREHE A
990,000 1% { — ¥ B /< £ ¢ 1,085,000
fg) -

b LHREAEBTZRG
£ DRHITEA8880 R TiMA - )
KEBE_FF~F+=-A=+—H
LEETEZRS  HKAGHBE
60,799,0007T - Eh % 648,000 2
PR EAR - BN 60,151,000 8
BAREHMEA -

© EAHDNE
R-_B¥+H+-A=+—H8 - EQ%
WECIRTENEE 52,195,00088 (=
BF/E - 2,055,00088) ¢

BB R E A B O 2 PR S8
FHEE38R -
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31. Share capital

2007 2006
Authorised:
450,000,000 {2006: 450,000,000)
ordinary shares of HK$1.00 each 450,000 450,000
Issued and fully paid:
At 1st January 294,221 294,01
Shares issued in lieu of dividends . 648 -
Shares issued under Share Option
Scheme 95 200
294,964,380 (2006: 294,220,500)
ordinary shares of HK$1.00 each 294,964 294,221

The holders of ordinary shares are entitled to receive dividends as
declared from time to time and are entitled to one vote per share at
meetings of the Bank. All ordinary shares rank equally with regard to
the Bank's residual net assets.

(@} Share Option Scheme

During.the year, options were exercised to subscribe for ordinary
shares of 95,000 shares {2006: 200,000 shares} in the Bank at a
consideration of HK$3,982,250 (2006: HK$6,327,000) of which
HK$35,000 (2006: HK$200,000) is credited to share capital and
the balance of HK$3,887,250 (2006: HK$6,127,000) is credited
to the share premium account. At 31st December, 2007, the
outstanding options are 990,000 shares (2006: 1,085,000
shares).

{b) Shares issued in lieu of dividends
During the year, 648,880 ordinary shares were issued in lieu of
dividends declared for the year ended 31st December, 2006 at
a consideration totalling HK$60,799,000 of which HK$648,000
is credited to share capital and the balance of HK$60,151,000 is
credited to the share premium account.

(c) EIP
At 31st December, 2007, the outstanding awards under the EIP
are 2,195,000 shares (2006: 2,055,000 shares).

The details of the Share Option Scheme and the EIP are disclosed in
note 38 to the financial statements.
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BRABENEG2
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B (RE6L)
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FRT AN FRB
RE2HH

07112 AN BER

AL 151 January, 2007

Exchange adjustments

Shares issued under
Share Option Scheme

Shares premium
under EIP

Shares issued in lieu
of dividends

Unrealised losses on
revaluation of
available-for-sale
financial assets net
of deferred tax

Gains on revaluation
of available-forsale
finangial assets
transferred to
consolidated income
statement on disposal
(note 6t}

Deferred sax credited to
revaluation reserve

Dividends paid

Profit attributable to
shareholders of the
Bank for the year

Al 315t December,
2007

32. Reserves

KFETES
The Group
2007
B
ERER L B
B Bank BREA NEES BBER
A& jiEae —RHE premises  lvestment Capital Unappro-

Share Capital General revaluation revdluation  redemption pr ated &F
premium resenve fesenve feserve feserve reserve profits Total
7e41 215,909 2,091,513 290,806 16,634 769 6,008,442 9,002,494

- - 394 - - - - T3

3,887 - - - - - - 3887

13,870 - - - - - - 13870
60,151 - - - - - - 60,151
- - - - (36,436} - - (36,436)
- - - - (13,183} - - (13,183)
- - - 318 - - - 318
- - - - - - (8M,672) (871,672)
- - - - - - 2,030,564 2,030,564
456,329 215,909 2,091,907 2114 {32,985} 769 1,167,334 10,150,387

.
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32. R (HK)
200651 A1 BB At ist January, 2006
RlAR Exchange adjustments
BHSREHLRT Shares issued under
el i Share Option Scheme
bida e e bt vy el Shares premium
REER under EIP
ERBARMEZEAR  Unrealised gains on
AfRESRAES revakiation of
AR available-for-sale

financial assets net
of deferred tax

HETAHEESHAE  Gains on revaluation

HRAMNGEERT of avalable-forsale
ZEERE financial dssets
Ctsdel) transferred 1o
consolidated income
stalement on disposal
(note &b))
DIMMETHEZER  Unrealised gain on
FA7ARAME  revaluation of bank
premises net of
deferred tax
Btk Dividends paid
FRABRETART Profit attributable to
BRz#H shareholders of the
Bank for the year
20061231 AER At 315t December,
2006
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32. Reserves (Continued)

AFHTEE
The Group
. X6
BTt
e | B
[:2:3 Bank ERER REEE BRER
p: {1 jiE e —RER premises  Investment Capita! Unaporo-

Share Capita! Generdl  sevaluation  cevaluation  redemption priated &t
premium reserve reserve reserve reserve reserve profits Tatal
353,929 215,908 2,090,415 281,236 14,146 763 5,058,515 801,919

- - 1,098 - - - - 1,088

6,127 - - - - - - 6127

12,365 - - - - - - 12,365
B} B} ; B, 14378 - . 14378

- - - - {11,890) - - {11,830}

- - - 9,57 - - - 9,570

- - - - - - (111,789) (711,789}

- - - - - - 1,660,716 1,660,716
378,421 215,909 2,091,513 290,806 16,634 769 6,008,442 9,002,494
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0071 R1AEH
Eige
ERERENSA
pdy
RREREME
izv-di]
HERBBHZER

EHRERHT B
ARBEINEES
FARBER

HETREECRARER
GAlRR 2 &
Lt

BEMBREZREET
a¥ i/

ERA DR FERIT
BRzEH

0TF12ANBER

At 15t January, 2007

Fxchange adjustments

Shares issued under
Share Option Scheme

Shares pramium
under EIP

Shares issued in lieu
of diidends

Unrealised kosses on
revaluation of
available-for-sale
financial assets net of
deferrad tax

Gains on revafuation of
available-for-sale
financial assets
transtemed o income
statement on disposal

Deferred tax credited to
revalualion resenve

Dividends paid

Profit attributable to
sharehaldars of the
Bank ior the year

At 315t December, 2007

32. Reserves (Continued)

KFRT
The Bank
2007
RiTiTH
{4 B {2
g Bank RS NEfEE BHER
P —Rt pramises  Investment Capital Unappre-

Share General revaluation revaluation  redemption prated &t
premium reserve reserve reserve reserve profits Totat
EYEEVA] 1,802,777 274,052 16,028 765 4414412 6,886,479

- (403) - - - - (403)

3,887 - - - - - 3,887

13,870 - - - - - 13,870
60,151 - - - - - 60,151
- - - {37,615} - - (37,615)
- - - {13,183} - - (13,183}
- - 38 - - - 318
- - - - - (81,672} (811,672}
- - - - - 1,349,638 1,349,638
456,329 1,802,374 274310 (34770) 769 4,892,398 1,391,470
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()

00651 R1BEH At 15t January, 2006

EiRE Exchange adjustments

EgaREIHEG Shares issued under
2B Share Option Scheme

ERER 02 Shares premium
BaHD under EIP

CHRERHAZES  Unrealised gains on
MEHEERHAAY revaluation of
FRAKH® available-for-sale

financial assets nat of
deferred tax

HETHEESRAES  Gains on revaluation of
HANRERIER available-for-sale financial

Ir2$ assets transferred to income
statement on disposal
BELHRBZAEHE  Deferred tax credited to
revaluztion reserve
EiERe Dividends paid
FRASRTFHEN Profit attributable to
B HH sharehalders of the
Bank for the year

20065 12ANERS At 315t December, 2006

FRAR—RELE+-AS+-BzAH

EEEREERBELRZRHANAEY
140,163,0007L( ZBBALE * jE%24,985,000
T REEHREERT722,615,000 (RN
F % 417,66500070) - BEAFERIT
BEHAEMEHETORTE ZREAKETH
#-BRTCEBRZHERLSN  CHEEAH
DR HREEPIESIRZAEAER -
HBHELESREER(EER)) - AENZD
CHEERMETNRKHE -

MR A RIRAREEERE NER R
EFE D EGFIFA8B LAIHIERTHE »

32. Reserves {Continued)

KR
The Bank
2006
BTk
ERHE Be 13
/-3 Bank AR RotE BRER
HNS -REH premises  Investment Capizal Unappro-

Share General revafuation revaluation  redemption priated &
premium resecve resenve resenve Teseve profits Total
359,929 1,802,259 212847 14,007 769 3,883 267 6,333,078

- 518 - - - - 518

6127 - - - - - 6127

12,365 - - - - - 12,365
- - - 1391 - - 13911

- - - {11,890) - - {11,890}
- - 1,209 - - - 1,205

- - - - - (711,789} {711,789}
- - - - - 1,242,954 1,242,954
37840 1,802,777 214,052 16028 . 769 4,414,432 6,886,479

The Group's unappropriated profits as at 31st December, 2007
included the accumulated profits of HK$140,163,000 (2006:
HK$24,985,000) of the associated companies and a regulatory reserve
of MK$722,615,000 {2006: HK$417,665,000). The regulatory reserve
is maintained to satisfy the provisions of the Hong Kong Banking
Ordinance for prudential supervision purposes by earmarking amounts
in respect of losses which the Group will or may incur on advances to
customers and certain investments held in addition to impairment losses
recognised. Movements in the reserve are earmarked directly through
unapgpropriated profits and in consultation with the Hong Kong
Manetary Authority {"HKMA™).

The application of the share premium account and the capital
redemption reserve is governed by Sections 488 and 49H of the Hong
Kong Companies Ordinance.
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32.

33.

Reserves (Continued)

The general reserve was set up from the transfer of retained earnings
and exchange differences arising from translation of the financial
statements of overseas branches and subsidiaries (note 2k)}. The capital
reserve comprises retained earnings capitalised on the issue of bonus
shares by subsidiaries in prior years and a legal reserve established by
Banco Weng Hang, 5.A. in accordance with the banking regulations
in Macau. Revaluation reserves have been set up and are dealt with in
accordance with the accounting policies adopted for the revaluation of
bank premises and available-for-sale financial assets (notes 2{} and {f)).

Capital reserve, bank premises revaluation reserve, investment
revaluation reserve and capital redemption reserve do not represent
realised profits and are not available for distribution.

The Bank and its financial subsidiaries operate under regulatory
jurisdictions which require the maintenance of minimum capital
adequacy ratios which could therefore potentially restrict the amount of
retained profits which can be distributed to shareholders,

Off-balance sheet exposures

(a} Contingent liabilities and commitments
Contingent liabilities and commitments arises from forward
asset purchases, amounts owing on partly paid-up shares
and securities, forward deposits placed, asset sales or other
transactions with recourse, as well as credit-related instruments
which include letters of credit, guarantees and commitments to
extend credit. The risk involved in these credit-relatad instruments
is essentially the same as the credit risk involved in extending
loan facilities to customers. The contractual amounts represent
the amounts at risk should the contract be fully drawn upon and
the client default. Since a significant portion of guarantees and
commitments is expected to expire without being drawn upon,
the total of the contractual amounts is not representative of
future cash flows.

The risk weights used in the computation of credit risk weighted
amounts range from 0% to 100%.
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(a)

(b)

RAARE BRI (a)
UTASERAMERANAAEN
MELRMRE
HEERE{HA Direct credit substitutes
ZHAEM/M 2 BRI Transaction-related contingencies
HEE M2 AT Trade-related contingencies
Hith i Other commitments:
F4AHEBRTEFE With an original maturity of
not more than one year
RABRIF L With an original maturity
over one year
RE:EIE: Which are unconditicnally
cancellable
= Total
FERRIMESE Credit risk weighted amounts
fiESMIA (b)
i) FIEIAREMEEH  HMHE {i)
RIfpRH—HAKSHREEE
EREMMmE -
FEsRMIANKaTRMESR

BITHEIME - MBRREET S
AAEITZEM - B REER
HMEE -

ERAERAMERERFRD —
B+ eRTATAREER
SRERER2TISER - FRE
FAzEBITETARNRRE
RAW(EBRMIMIETIR) -
BIEF + A gL M 7R3 A SMNE KB 4T
£TR - ZREEITTTET AR
EAH XBIRMREEFRS
FoWHHEEHRORAMER
Rgfg - 05t 5E - §14£T
AR A FARREHAE -

33. Off-balance sheet exposures (Continued)
Contingent liabilities and commitments (Continued)
The following is a summary of the contractual amounts of each
significant class of contingent liabilities and commitments:

AFIRITERE KFRIT

The Group The Bank
2007 2006 2007 2006
1,375,390 1,795,317 2,284,471 1,734,157
83,776 133,868 274,564 333,868
1,374,174 1,191,434 1,178,878 1,033,201
1,151,736 241,295 - 123,846
2,415,562 2,491,796 721,636 1,602,006
12,122,646 9,475,478 11,635,004 9,738,573
18,523,284 15,329,188 16,094,553 14,565,651
2,404,184 2,659,818 964,246 2,712,568

Derivative financial instruments

Derivatives refer to financial contracts whose value depends
on the value of one or more underlying assets or indices.

Derivative financial instruments arise from forward, swap
and aption transactions undertaken by the Group and
the Bank in the foreign exchange, interest rate and equity
markets.

Derivative financial instruments are also used to manage
the Group's own expasures to market risk as part of its
asset and liability management process. The principal
derivatives instruments used by the Group are interest
and foreign exchange rate related contracts, which are
primarily over-the-counter ("OTC") derivatives. The Group
also participates in exchange traded derivatives. Most of
the Group's derivatives positions have been entered into
to meet customer demand and to hedge these and other
trading positions. For accounting purposes, derivatives are

* classified as either held for trading or held for hedging.




33. EEEERUNEAREE (M) 33. Off-balance sheet exposures (Continued)

(b} TEEBMIR(I) (b) Derivative financial instruments (Continued}
HMETA7ZBERERGEHEE MK The notional amounts of these instruments indicate the volume
TRZEEE - BT REREE - of transactions outstanding at the balance sheet date and do not

represent amounts at risk.

KTRSHETIABARARZ 28 S The following table is a summary of the notional amounts of each
W significant type of derivatives,

KFIRITER
The Group
2007
EREE
AR
wARSY
TRMIA
EITER
Managed in
conjunction
HEER  with financial HAth -
¥mEET  instruments BIEEE
BEAE designated Bfif®

Qualifying for at fair Others,
hedge value through including held =
accounting  profit or loss for trading Total
EREH Exchange rate contracts
BH Forwards i - 2,334,014 41,764,025 44,098,039
A LE Options purchased - - 9,369,755 9,369,755
Sh S Options written - - 7,655,005 7,655,005
FlEaH Interest rate contracts
1258 Swaps 522,754 24,275,882 24,898,003 49,696,639
Bin& & . Equity contracts
& A RR{E Opticns purchased - - 3,156,992 3,156,992
prafiep: it Opticns written - - 3,106,256 3,106,256
EETETREN Credit derivative contracts
BAFHROEE Credit defaults swaps purchased - - 200,000 200,000
AbEHEHER Credit defaults swaps written - - 200,000 200,000
AHEEEBHEE  Credit defaults swaps
— 1R EMR writien-investment - - 785,058 785,058
propantcJCIEacEy s Total return swaps
—RERR written-investment - - 393,756 393,756

522,754 26,609,896 91,528,850 118,661,500
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33. EERMRUMZEREE ()
(b) FESMIAM

ERAH
M
BARE
R

FEEH
i

Arin& i

i AR
SHIHHRE
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Exchange rate contracts
Forwards
Options purchased
Options written

Interest rate contracts
Swaps

Equity contracts
Options purchased
Options written

33. Off-balance sheet exposures {(Continued)
(b) Derivative financial instruments (Continued)

KFRITIRE
The Group
2006
HEEE
AT HE
EARHNEZ
EBMIA
BITHE
Managed in
conjunction
FE&ER  with financial Hfd -
Hihgi  instruments BIERE
RIBTE designated AnAR
Qualifying for at fair Others,
hedge value through including held A5t
accounting  profitorloss * for trading Total
- 2,261,615 58,928,290 61,189,905
- - 4,334,573 4,334,573
- - 4,495,155 4,495,155
482,236 27,839,585 41,448,010 63,769,831
- - 944,593 944,593
- - 1,137,137 1,137137
482,236 30,101,200 111,287,758 141,871,194




33. BESMARUSZEBEE(S)

(b) HEERIAED

AL
B
BAIE
el i

TSR
=

BIGER
BRI
g

EHEITETIASESY
BAGERNES
AHEEERENES
A ERROEE

—HREME
pegaskzJcikicd i)
—RERE

(b)

Exchange rate contracts
Forwards
Opticns purchased
Options written

Interest rate contracts
Swaps

Equity contracts
Options purchased
Options written

Credit derivative contracts
Credit defaults swaps purchased
Credit defaults swaps written
Credit defaults swaps
written-investrent
Total return swaps
written-investment

Derivative financial instruments {(Continued)

33. Off-balance sheet exposures (Continued)

KFHIT
The Bank
2007
HREE
AT EE
AR
TRTA
HEITER
Managed in
conjunction
FESHEA  with financial Hite -
Hib®Er  instruments BIESE
BIRFE designated BERR®
Qualifying for at fair Others,
hedge value through including held &5t
accounting  profit or loss for trading Total
- 3,304,888 41,705,304 45,010,192
- - 9,369,755 9,369,755
- - 7,655,005 7,655,005
522,754 24,695,882 25,054,049 50,272,685
- - 3,156,992 3,156,992
- - 3,106,256 3,106,256
- - 200,000 200,000
- - 200,000 200,000
- - 785,058 785,058
- - 393,756 393,756
522,754 28,000,770 91,626,175 120,149,699
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33. REAKKUSZEABEE(HM) 33. Off-balance sheet exposures (Continued)

(b) {TEEMIAMM)

ERal Exchange rate contracts
pLg: Forwards
[ PN Options purchased
SEH G Options written
el Interest rate contracts
=35 Swaps
RiFEH Equity contracts
BB ARG Options purchased
profue): ik Options written
BB MEEARITARTE
PHOESRHPHEREXSATAR
ERTAMR -
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(b)

Derivative financial instruments {Continued)

KFRIT
The Bank
2006
SFEEE
LARERE
BANZ
GRIA
EBTERE
Managed in
conjunction
FEEM  with financial Hith -
HHhAE  instruments BIERF
BRERE designated B¥HZ

Qualifying for at fair Others,
hedge value through including held &
accounting  profit or loss for trading Total

- 2,844,139 58,880,708 61,724,847
- - 4,334,573 4,334,573
- - 4,495,155 4,495,155

482,236 28,607,365 41,603,570 70,693,171

- - 944,593 944,593
- - 1,137,137 1,137,137

482,236 31,451,504 111,395,736 143,329,476

The trading transactions include the Group’s and the Bank’s
positions arising from the execution of trade orders from
customers or transactions undertaken to hedge these positions,
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33. Off-balance sheet exposures (Continued)
Derivative financial instruments (Continued)
Use of derivative financial instruments

(b)

(i)

Interest rate contracts
(notes 18(a) & 28)

Interest rate contracts
(notes 18(a) & 28)

Exchange rate contracts
Interest rate contracts

Equity contracts
Credit derivative contracts

Total {(notes 16 and 27}

(1) -as hedging instruments
The following is a summary of the fair values of
derivative financial instruments held for hedging
purposes by type of derivatives entered into by the
Group and the Bank:
RFHRITHEE
The Group
2007 2006
"eE =i AE afit
Assets Liabilities Assets Liabilities
783 15,052 7.420 7,708
KFH|RIT
The Bank
2007 2006
HE afi HE aft
Assets Liabilities Assets Liabilities
783 15,052 7,420 7,708
Interest rate swaps are used principally as fair value
hedges to protect against changes in the fair value of
assets due to movements in market interest rates.
{2)  as trading instruments
The following is a summary of the fair values of
derivative financial instruments held for trading
purposes by type of derivatives entered into by the
Group and the Bank:
KFRITHEME
The Group
2007 2006
HE Aft AE af
Assets Liabilities Assets Liabilities
206,279 156,466 169,817 112,748
275,183 387,402 416,823 458,867
192,174 192,495 15,096 17,229
1,431 28,981 2,854 2,055
675,067 765,344 604,650 590,899
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33. BEARRUSNZEREE(H)

Gy FIESBIAZERG)
2) (FHEEETAM

BERAH Exchange rate contracts
MESH Interest rate contracts
AR E#) Equity contracts
EETETRASEH  Credit derivative contracts
&5 (FisE16%27)  Total (notes 16 and 27)

(i) FTEEMIANFBFES
TRATRETETIRARSHA
HEREH - HHABIHEN

4T -

EEay Exchange rate contracts
MESH Interest rate contracts
RHat Equity contracts

FHTETRSH  Credit derivative contracts

[ERSH Exchange rate contracts
FMEEH Interest rate contracts
Min & # Egquity contracts
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33. Off-balance sheet exposures (Continued)
b) GiESMTAR) (b)

Derivative financial instruments (Continued)

(i)

(i)

Use of derivative financial instruments {Continued)
(2}  as trading instruments (Continued)

KFHRT
The Bank
2007 2006

AE afm BE =Rivi
Assets Liabilities Assets Liabilities
204,464 155,513 169,070 112,733
282,857 387,993 433,813 460,362
192,174 192,495 15,096 17,229
1,431 28,981 2,854 2,055
680,926 764,982 620,833 592,379

Remaining life of derivative financial instruments

The following tables provide an analysis of the notional
amounis of derivatives of the Group by relevant maturity
groupings based on the remaining periods to settiement at
the balance sheet date.

KEFRITERE
The Group
2007

TELE

{BSERA

155X Over 1 year
Within but within SERE it
1 year 5years  Over 5 years Total
55,999,003 5,123,796 - 61,122,799
28,180,057 15,945,087 5,571,495 49,696,639
6,263,248 - - 6,263,248
593,756 985,058 - 1,578,814
91,036,064 22,053,941 5,571,495 118,661,500

KERITHRE
The Group
2006

1A

ESFRX

1R Cver 1 year
Within but within SEL At
1 year Syears  Over5 years Total
67,736,026 2,283,607 - 70,019,633
27,692,840 40,299,171 1,777,820 69,769,831
2,081,730 -, - 2,081,730
97,510,596 42,582,778 1,777,820 141,871,194




33. EEARRKRUSS2EABREE(H)
(b)

{4}

e MIAG)

(b)

iy  FTEEBTANFRERE)

Ekas
FESH
Bira#
ERITETIASH

EESH
FEEW
ARiD&#

FEEERNEEERNT

EREH
M=E&H
BRI E 4
ERTETASH

Exchange rate contracts
Interest rate contracts
Equity contracts

Credit derivative contracts

Exchange rate contracts
Interest rate contracts
Equity contracts

(o)

Exchange rate contracts
Interest rate contracts
Equity contracts

Credit derivative contracts

HEGHERNETFIREMRAZAR
IENF0%E100% * LB BB LR

iR 4R Chre s ek 2

Derivative financial instruments {Continued)
(i}  Remaining life of derivative financial instruments

33. Off-balance sheet exposures (Continued)

(Continued)
KF]RIT
The Bank
2007
1EBLE
{B5 A
ko Over 1 year
Within but within SELE &3t
1 year Syears  Over S years Total
56,911,156 5,123,796 - 62,034,952
28,531,103 16,095,087 5,646,495 50,272,685
6,263,248 - - 6,263,248
593,756 985,058 . - 1,578,814
92,299,263 22,203,941 5,646,495 120,149,699
KFRT
The Bank
2006
155 E
B5% R
1R Over 1 year
Within but within SEH E &t
1 year Syears  Ower 5 years Total
68,270,968 2,283,607 - 70,554,575
28,080,620 40,759,731 1,852,820 70,693,171
2,081,730 - - 2,081,730
98,433,318 43,043,338 1,852,820 143,329,476
The credit risk weighted amounts are as follows:
NFHRITRE KFHRIT
The Group The Bank
2007 2006 2007 2006
400,773 219,406 399,651 219,879
96,040 152,106 96,040 156,190
284,956 34,342 284,956 34,342
43,035 - 43,035 -
824,804 405,854 823,682 410,411

The risk weights used in the computation of credit risk weighted
average amounts range from 0% to 100%. These amounis
do not take into account the effects of bilateral netting

arrangements.
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33, EEERRUSNZEABREE ()
(d) REHEN

R-FS+E+-_A=+—a05BEE

FEETEEMWREMBBRPIELSE

33. Off-balance sheet exposures (Continued)
(d} Capital commitments
Capital commitments for acquisition of tangible fixed assets
outstanding at 31st December, 2007 not provided for in the

HZ2 ETEANWT financial statements are as follows:
KFHRITHE KFERIT
The Group The Bank
2007 2006 2007 2006
SHERBITAN Expenditure authorised and
ZHx contracted for 18,003 44,934 15,271 36,920
B REITSHN Expenditure authorised but not
k-3 contracted for - - - -
18,003 44,934 15,271 36,920
{e) HREN (e) Lease commitments

RIEFLHFELT_A=+—0 - BET
AHEMNEEED - REQERGEE

At 31st December, 2007, the total future minimum lease
payments under non-cancellable operating leases are payable as

FIREEmT follows:
AFHRITEM KFRIT
The Group The Bank
2007 2006 2007 2006
oE Properties
1A Within 1 year 36,623 28,785 20,310 25,621
15 LA FBS#E R After 1 year but within 5 years 28,575 25,366 13,797 23,460
SEELALE After 5 years 4,260 5,459 - 5,459
69,458 59,610 34,107 54,540
Hite Others A
15£R Within 1 year 421 247 150 S0
151 HAsEXN After 1 year but within 5 years 324 16 100 15
SELALE After 5 years - - - -
745 263 250 65

AEELUE SRR EASEY RN
0 HEFHVEI1EEI10F  BF
B ERNBRBEREARS - KA
ARBRTHFARURMRTEES -
FARKETRERRER -

140

The Group leases a number of properties and items of equipment
under operating leases. The leases run for an initial period of one
to ten years, with an option to renew the lease when all terms
are renegotiated. Lease payments are periodically adjusted to
reflect market rentals. None of the leases includes contingent
rentals.




34, GEATRBRME

(a)

34. Notes to the consolidated cash flow

statement
ERBARREAIRIH=BRERA {a)
HEAR operating activities
ez Operating profit
Fris (B s Depreciation {note 5(f)}
1% B BRAHI R A (R S() EIP cost (note 5(f)

{E0TR fTH.2 3 (RS
HAFRERARBZ R
Az LFPRNERS
SARENTES
REHRBE=EARMKEZ
B2
REMBA=BEAFM L2
EHTFHURTTEIS -
PR|ITEALER
BEIARY
HETERE
BEZERERE
BEUARAERE
LAEREBARMSZ
EREERE)
EFHFRR

HibERIHE2 8
FITALE - PRETR
HiGE R 7 308,
BEPTTHRED
ERTHRERY
ENARAMRE
HiufR R R EHRE

BEERTH (Rd) /WA
2 BE AR

Interest expense on subordinated liabilities
{note 5(b))
Change in fair value of subordinated liabilities
measured at fair value through profit or loss
Profits tax paid
Change in treasury bills with original maturity
of three months or above
Change in placements with banks,
central banks and other financial
institutions with original maturity of
three months or above
Change in trade bills
Change in certificates of deposit held
Change in trading assets
Change in financial assets measured
at fair value through profit or loss
Change in advances to customers
and other accounts
Change in deposits and balances of banks,
central banks and other financial institutions
Change in deposits from customers
Change in certificates of deposit issued
Change in trading liabilities
Change in other accounts and provision

Net cash {outflow)/inflow from
operating activities

Reconciliation of operating profit to net cash inflow from

KFRITER
The Group
2007 2006
1,984,405 1,862,305
90,516 81,242
13,870 12,365
264,804 134,029
18.938 -
(308,831) {266,060)
990,113 (943,831}
(1,790,440) {3,064,415)
7,004 281,826
70,660 ' -
{296,365) 172,872
(1,317.329) 541,468
(10,504,764) (5,231,375}
(2,824,019) (24,937)
11,840,534 16,393,495
(1.160,335) {109,036}
174,445 (275,063)
290,727 778,448
(2,456,067) 10,343,333
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34, GRS MMRMT(H)

(b) WHRKELH
RZFBLF-B=+-—8 &7
LA IR & {8 {1138 % 1,400,000,000 7 W BB
HMERMBERAT([ER]2EH
Bl e KA -—MREEEMA
UZBERERLE  RFBAKMBR
B e 25 [ A SR MR 1R B B AT T
¥115,081,0007T -« BER_FFTLE
—B—B#TRAKE FIEEABE
—H¥Rt+F+-RB=+—BHLEFEGE
BRrUARBEAMBIESREES

34. Notes to the consolidated cash flow
statement (Continued)

(b)

Acquisition of a subsidiary

On 31st January, 2007, the Bank acquired the entire equity
interest in Inchroy Credit Corporation Limited (“Inchroy”),
a deposit-taking company incorporated in Hong Kong, at a
consideration of HK$1,400,000,000, satisfied in cash. The
newly acquired subsidiary has contributed post-acquisition profit
before taxation for the year amounting to HK$115,081,000.
If the acquisition had occurred on 1st January, 2007, the
Group’s estimated operating income and profit before taxation
would have been HK$3,306,593,000 and HK$2,350,230,000
respectively for the year ended 31st December, 2007.

142

3,306,593,000 7C B # % 2,350,230,000

F
RUEERAZ FAENT The net assets acquired at the date of acquisition are as follows:
2007

REBEHEFFE - FREBIT  Cash and balances with banks, central banks and

B H b5 B other financial institutions 22,062
FRATHBITESR - PRETR Placement with banks, central banks and

Hi & RS R other financial institutions 32,879
HHEDIYA R4 Held-ta-maturity and available-for-sale

TR E financial assets 115,665
EERFEH MRS Advances to customers and other accounts 5,566,963
BREERE Tangible fixed assets 1,358
B W Bl HE B3] Current tax recoverable 4,436
RITRI% - PRPTR Deposits and balances of banks, central banks

Hith & BUSIR 2 TER and other financial institutions (3,872,701)
BERER Deposits from customers {61,505)
BEEITERE Certificates of deposit issued (754,236)
BEHEAM Deferred tax liabilities {97,055)
BiREREE Other accounts and provisions {13,941)
PRz B EERFAM Net identifiable assets and liabilities 943,975
ERBAELZIFAT(HIE23)  Positive goodwill arising from consolidation {note 23) 459,008
AR & {2 s Purchase consideration paid, satisfied in cash 1,400,000
ARG RNBERS Direct costs relating to the acquisition, satisfied in cash 2,983

HERE
B WEHRLNZRESER Less: Cash and cash equivalents of the subsidiary acquired (54,535)

SRBRE

YRR A2 BEERE Net cash outflow in respect of the purchase of a subsidiary 1,348,448




34. RERERB R (R)

34. Notes to the consolidated cash flow

statement (Continued) -

0 HRREEARALEERGLAREAMERE {c) Reconciliation of cash and cash equivalents with the
ZHE ‘ consolidated balance sheet
KRFIRITRE
The Group
2007 2006
(HE)
(restated)
BeRERBITRE - hR#B7T  Cash and balances with banks, central banks
BHMS RS and other financial institutions 3,306,767 2,253,725
FHGHEITEE - hRE{TR  Placements with banks, central banks and
Hir & R soa other financial institutions 28,942,740 27,525,225
B % Treasury bills 2,893,910 2,684,233
REeFAEAMRAZEH Amounts shown in the consolidated balance sheet 35,143,417 32,463,183
B REHRAZMARN Less: Amounts with an original maturity
4] of three months or above {6,494,807) (5,694,480)
EPE B2 SRiTIH% - Deposits and balances of banks, central banks
RREBHTRE and ather financial institutions that are
Hih & B 2 73K repayable on demand (148,103) (71,552)
REaRsRERAZERE Cash and cash equivalents in
EZSREEEEB the consolidated cash flow statemnent 28,500,507 26,697,151
35. SIEFBE 35. Segment reporting
{a) #HEBEIE (a} Business segments

FERTRBEEERENK - 12T
B - HAERIHREEEE -

TREETEFEEINEER H2R
BRBREITEY -

MERBRENERT - #FRERR
BHEMT -

Hip 2 B0ERREY  BREERERE
RIBKBHETBIRS

AABNERBRETEQIRTES
THHE R - HADEREbFRESESD
ETHERBITRNERTD -

Retail banking activities include acceptance of deposits, residential
mertgages, hire purchase and consumer loans.

Corporate banking activities include advance of commercial and
industrial loans, trade financing and institutional benking.

Treasury activities include foreign exchange services, management
of investment securities and trading activities.

Other business activities include insurance businesses,
stockbroking activities and services for retirement schemes.

Unallocated items mainly comprise the shareholders’ funds,
investments in premises and property investment and other
activities which cannot be reasonably allocated to specific
business segments.
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SEBE ()
() REQAM)

AHAHA
FEHBRA
BEREA/(ZH)

BERA
BRuM
BRE(H/BA

FREREERRR
2ENzRY
BH/58)

AREERLRER
(RR) /B

BREN

B ERORRLE
HRETREL
Yot/ (A5

HETRELER
REZ4E/
(8

RERELRZ
¥4

BUmEN
HE (RIS
AHAE
BEAAGRE
2473
Baf

ity b

Net interest income

Nan-interest income

Inter-segment income/
(expense)

Operating income

Qperating expenses

Inter-segment (expense¥
income

Operating profitfloss)
belore impairment losses
and allowances charged
on loans and advances

impairment losses and
allowances (chargedy
released for loans
&nd advances

QOperating profit
GainsAlosses) on revaluation
of invastmant properties
and disposal of tangible

fived assets

GainsAlosses) an disposal of
available-for-sale
financial assets

Share of net profits of
associated companies

Profit before taxation
Depreciation (note S(f)

Segment assets
Invesiments in associated
companies

Total assets
Total liabilities

Capital expenditure

35. Segment reporting (Continued)

{a) Business segments (Continued)

KBRS
The Group
2007
SERG 3 41 b5 34
3.1 3.1 #58 BEiEg

Retal  Comorate BAEn Hp2R 2B Inter-segment ait
banking banking Treasury Others  Unallocated  elimination Total
1,675,442 480,454 69,837 2,265 189,536 - 2417534
638,520 124,629 (95,913) 193,384 13,505 - 874,125

- - - - 61,541 (61,541) -
2313962 605,083 (26,076) 195,649 264,582 {61,548) 3,291,659
{824,676) {209,274) (36,557) {91,432) {143,785) - {1,305,724)
(54,836) {3112) (934) (2.589) - £1,541 -
1,434,450 392,697 (63,627) 101,618 120,797 - 1,985,935
{21,008) 19,532 - (54) - - (1,530)
1,413,402 41229 (3.627) 101,564 120,797 - 1,984,405
@) {1570) {132 {288) 209,039 - 204932

- - {55) 39,763 - - 33,708

- - - 115,082 9% - 115,178
1,411,325 410,659 {63.814) 56,121 329932 KT R P
3952 198 3338 ) 44,606 . 90,516
59560670 23502796 23,736,201 176 27348230 - 139350073
- - - 290,415 17178 - 298,189
59,560,670 28,502,796 23,736,201 501,591 27,356,004 - 139,657,262
17656364 5148228 1,013,087 35,14 529423 - 129,149,226
576,666 65,963 254 529 259,179 - 902,588




35. ZEEE (M)

{a) =MEIHGE)

AHERA/(Zib)

FEHBRA
BEBUA/ (%)

BRGA
BT
BRB(GE)/BA

MEEDHERLR
FEnoBRuy

BRBERARLS
(28) /ER

BEaH
EftRERERLE

HRERAEI RS/

(BR)

EETRREEHAZY

Lt

BiEBERRZFEH/

(53)
BB TN
KB (RSN
SERE
BELARE
BEE
HAf

AAY

Net interest income/
(expense}

Non-interest income

Intet-segment income/
{expense)

Qperating income
Operating expenses

" Inter-segment {expensel

income

Operating profit before
impairment losses and
alfowances charged on
loans and advances

Impairment losses and
allowances (chargedy/
released for loans
and advances

Operating profit

GainsKlosses} on
revaluation of investment
properties and dispasal of
tangible fixed assets

Gains on disposal of
available-for-sale
financial assets

Share of net profitsAosses) of
associated companies

Profit before taxation
Depreciation {note 5(f)}

Segment assets
Investments in associated
companies

Total assets
Total kabilities

Capital expenditure

35. Segment reporting (Continued)

(a) Business segments {Continued)
*FETER
The Group
2006
FEET TERT ExE
;3 L3 i ¢} % 84
Retail Corporate BRER HiEH £ Inter-segment T
banking banking Treasury Others  Unallocated  elimination Total
1,455,093 473,035 (8,186) 2,388 203,567 - 2125898
42721 78,781 156,439 99,944 49113 - 811,549
- - - - 82,111 BT ) -
1,882,365 551,816 148,253 102,333 314,851 6171) 2937447
(690,193) {150,562) (27,708) (50,545} (155,361) - (1,074,368)
{55,745) (3,062) {894) (2,470) - 62,11 -
1,136,427 398,192 119,651 49,318 159,490 - 1,863,078
(26,787} 26,134 - (120} - - {773)
1,109,640 424,326 119,651 49,198 159,490 - 1,862,305
{698) 73) 2) (88} 55,083 - 54,222
1,132 - 12220 420 - - 13773
- - - 51,252 (301) - 50951
1,110,074 424253 131,870 100,782 214212 - 1,981,251
29,856 5,283 2,140 801 42,562 - 81,242
45,126,008 24,849,597 25,658,545 108,148 26,210,363 - 121,952,661
- - - 190,227 7679 - 197,906
45126008 24849597 25,658,545 198315 6218042 - 122,150,567
97,070,598 2,415,551 617,992 23,875 12,705,828 - 112833844
88,261 7,708 5N 689 157,999 - 255,228
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35. DEAHE (M)
(b) EASE

35. Segment reporting (Continued)

(b)

BEARARNEMBLRIEEEEMR
A WEATRERRARBEE
RAMARZERTITHRERTE

e

BEEBA

BEAHEN

BAE

BAaf

RAMBEAD
(f433()

REXH

nRERA

BHRHEYN

BRE

= 3=t}

HARKREAD
(i3t

AxEH
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A

Hong Kong

Total operating income 2,627,092

Profit before taxation 1,908,135

Total assets 116,376,217

Tota! liabilities 99,956,395
Contingent liabilities
and commitments

(note 33{z)) 15,536,603

Capital expenditure 748,514

Fi

Hong Kong

Total operating income 2,406,726

Profit before taxation 1,652,911

Total assets 103,722 627

Total liabilities 86,948,109
Contingent liabilities
and commitments

(note 33(a)) 12,974,688

Capital expenditure 174,999

Geographical segments
The information concerning geographical segments has been
classified by the geographical lecation of the principal operations
of the subsidiaries, or in the case of the Bank iiself, of the
geographical location of the branch responsible for reporting the
results or booking the assets and fiabilities.

b=l

Macau

546,152
372,087
20,589,836
15,275,080

374117
8731

Pl
Macau

416,198
276,285
18,274,017
17,188,389

2,298,288
72,3484

AFHRTRE
The Group
2007

Gl
Mainland Hib
China Qthers
292,715 18,900
156,651 16,150
12,041,332 7,883,939
10,656,676 7,668,117
1,812, -
66,763 -

AFRTHE
The Group
2006

R
Mainland Hi
China Others
169,581 21,315
63,759 18,283
8,756,735 7,156,592
8,543,126 7,506,361
971,802 -
7,885 -

H:
EEE
W
Less: inter-
segment
elimination

(193,200} .

(108,800}
(17,234,062)
(8,407,042)

(2,000,147}

w
BEE
L6337
Less: inter-
segment
elimination

(76,433)
{29,987)
(16,359,404 )
(7.352,141)

(915,580}

&%

Total

3,291,659
2344223
139,657,262
129,149,226

18,523,284
902,588

At

Total

2,937,447
1,981,251
122,150,567
112,833,844

15,329,188
255,228




36. EABEALXSR

(a)

TENRR

AFER AEHMERRTZ2IE
B B The Bank of New York Melion
Corporation(BR=BR+F+H—AH
BAEZEMNETRE) REMBLOR
2E5 HE-RIESEBREBEEST
HiT FAZHY  BEARRAZE

(a)

36. Material related party transactions

Substantial shareholder

During the year, transactions with The Bank of New York Mellon
Corporation (formerly known as The Bank of New York Company
Inc. before 1st luly, 2007} ("BNY"), a substantial shareholder of
the Bank, or its subsidiaries are entered into by the Group in the
ordinary course of business and on normal commercial terms.
The income and expenses for the year, average on-balance sheet

DEHRRETEARSETINT

(Y  FAzEARSH

outstanding for the year and on-balance sheet outstanding at the
balance sheet date are:

KFRITEE KFRT
The Group The Bank
2007 2006 2007 2006

(0] Income and expense for the year

FI2WA Interest income 13,080 8333 13,080 8,333
FlIEET Interest expense 2172 1,454 2,172 1,454
iy FAZEERMERANZTFIGER (i)  Average on-balance sheet outstanding for the year
R& BRHEWSRITRE - Cash and balances with banks, central banks
B ERTT R HoAth 5 R and other financial institutions 102,961 105,253 99,512 101,334
WHETE -
FEHRFERRTTRIE - Placement with banks, central banks
R iRTT R Hofth < Rl and other financial institutions 205,633 109,056 205,633 109,056
HIETE
RITR%E - PRE\TE Deposits and balances of banks, central banks
EEmisiErER and other financial institutions 55,506 43,853 54,216 42,614

(i HEAMRAZEHHEHR

(i)  On-balance sheet outstanding at the balance sheet date

ReREHIRTEE - Cash and balances with banks, central banks
PR ERTT R S8 and other financial institutions 28,883 48,609 25,737 45,948
BIBR0E

BirRZE - PRBTR Deposits and balances of banks, central banks
Hib SRS 3 and other financial institutions 214,365 106,807 214,365 104,899
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36. EXREATZR ()
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{b)

LEBRREABREEA

B—AAAFNBEZ+E - RBTHES
B5%MEZHIB AT R FHREHRE
BERATE
B[ MEHERR D2 ZEMNBR S
HERBEE(EEFRLA BERE
BNESHEESY - RELHEER
B RERBEATUKERBEBE
R Rs 2 B T IE » BREHHIR R Aok Bk
&mzzgwﬁ EEAFIEBITRA
35% - RZFRLE-A+E - HED
SHEERMT H-FBt+EFE—-A—
AE_22NE+_R=+—B#t -
HEEEERARMBRBREREZ8 S
EMEE - BELEEEREH kR
Bt T ISR A% 4,348,000 ( = F

COBIRE  BYS.312,000T)ERREA -

EEITOREACSHAGENERER
HE :

() HETHOBEEeLE:

iy BHIETINEETEEEESHOM
R ERIZSE

(i) 7%§%m1ﬁ R =¥ ol
w0 R R

(v) ZEXZHEELBRELNHN
DEPIRE -

ARITOE L INITEERR - REX
SRR -BEXRREARTHERR
BAEXRPIIL ENSEEEANER
BH - AMEaFHeEmn  EFHAAE
BITBIR TS -

(MaFRE | RRBERRE

36. Material related party transactions
(Continued)

{b)

Minority interest holder

On 30th June, 1995, Wing Hang Zurich Insurance Company
Limited {"WHZ Insurance”), a 65 percent owned subsidiary
of the Bank, entered into a Management Agreement with
Swiss Insurance Management {Hong Kong} Limited (" Swiss
Insurance”), a wholly own subsidiary of Zurich Insurance Limited
(*Zurich Insurance”) pursuant to which Swiss [nsurance has
been appointed as manager of WHZ Insurance in cannection
with the conduct by WHZ Insurance of its insurance business.
Zurich Insurance is a substantial shareholder of WHZ Insurance
holding 35 percent of WHZ Insurance’s issued share capital. On
7th February, 2007, the Management Agreement was extended
for two years from 1st January, 2007 to 31st December, 2008.
The revised management fee is based on a certain percentage
of gross written premiums received. Under the Management
Agreement, WHZ Insurance pays to Swiss Insurance an amount
of HK$4,348,000 (2006: HK$5,312,000), being the contractual
management fees payable during the year.

The auditors of the Bank have confirmed 1o the Board of

" Directors in writing that:

(i}  The transactions have been approved by the Board of
Directors;

(i)  The transactions have been entered into for considerations
consistent with the pricing policies as stated in the
Management Agreement;

(i) The transactions have been entered into in accordance
with the terms of the Management Agreement; and

{v} No cap was disclosed in the previous announcement.

The independent non-executive directors of the Bank considered
the above transactions were in line with the normal course of
business for the Bank on normal commercial terms in accordance
with the Management Agreement that was considered fair and
reasonable and in the interests of the shareholders.




36. EXRBALXE ()

(c)

(d)

MELT

FA - FRTAATRAZKBRRZ
Z5 OE-BRIRERREREETE
f1- FRAZUY - BEAMRAZTE
BREREIREERBERAMNMEHED
mT

36. Material related party transactions
(Continued)

()

Subsidiaries

During the year, the Bank entered into the transactions with
subsidiaries owned by the Bank in the ordinary course of business
and on normal commercial terms. The income and expenses for
the year, average on-batance sheet outstanding for the year, on-
balance sheet and off-balance sheet outstanding at the balance
sheet date are: -

AFRIT
The Bank
2007 2006
iy FRZWAREN (i) Income and expense for the year
FlEW A Interest income 530,096 307,933
Rle s Interest expense 649,473 652,629
(i) FRzAERERANZ Fi5ist (iy Average on-balance sheet outstanding for the year
MR DRI Amounts due from subsidiaries 11,063,337 6,412,937
G N e Amounts due to subsidiaries 13,152,706 14,094,649
(INEERMBAZEEBES {iii) On-balance sheet outstanding at the balance sheet date
RS2 IRk Amaunts due from subsidiaries 15,271,307 7,285,939
Fit BB 2 BITERR Amounts due to subsidiaries 12,285,232 16,100,651
(VEERARMNZEHRES (8Hh&m) {iv) Off-balance sheet outstanding (contract amounts)
at the balance sheet date
HEEEBMEH Direct credit substitutes 12,712 12,666
T IEBZRATAR Transaction-related contingencies 200,000 200,000
HeAam ok RiER Trade-related contingencies 39,862 49,326
H bk Other commitments 622,140 684,140
BELT (d) Associated companies

ARBHETHEARZHAES
62,000,000 T BER - R B RAR
“RBNF AR - REHED - &
HRE/mAE%10533,000L(ZF8 X
4 @ }M62,000,0007T) °

FR - FEEHEHSRITITH P
BAREBAGRBABR AT S
aRzHBATREERERAT -
HAT S BB % 143,000,000 7T B %
293,215,0007C « FIFF - ZEERBE
—EBHE+ A=+ BILLHERS
B B A U 285 4 5 154,140,000 =
FR - BERBATEBREITTL - &
S£HO FRELRIREEERERSH
FEBE131355000T( ZBR]ARE:
Al U EBRFoREBRITRARE
SmMoss%itlE  BRHMAE-T -
F EAEREESHERE-—F—+
o

The Group provided an unsecured and interest-free loan of
HK$62,000,000 to an associated company which is repayable
in December 2008. At the balance sheet date, the outstanding
amount of the loan is HK$10,533,000 (2006: HK$62,000,000).

During the year, the Group has disposed certain of its bank
premises to Hong Kong Life Insurance Limited, its associated
company, and Bank Consortium Trust Company Limited, a
subsidiary of its associated company, at considerations of
HK$143,000,000 and HK$293,215,000 respectively and the
Group recorded a pre-tax gain totalling HK$154,140,000 during
the year ended 31st December, 2007. To finance the purchase of
the Group’s bank premise, the Group has provided secured loans
to each of these companies totalling HK$131,355,000 during
the year {2006: nil). These loans bear interest rate at 0.55% per
annum over HIBOR and are repayable by 2012 with an option to
extend the repayment period to 2017.
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36. EXBMEALIXRZ ()

{e) ZEHTHRAA

£ ARERFETRAARHER
HE - RFELATAESARHE
AEHEAREIMATEATSEZS -
FAEXSEEE—RESHFRE—8
REEAKEZEFBAENERREAT
BT FRZFLHEA - MR
% BERMEANZ EHEBERLETA
BHsEmT -

iy FAZWARZH

36. Material related party transactions

{Continued)

(e} Key management personnel
During the year, the Group entered into a number of transactions
with the Group's key management personnel and their close
family members and companies controlled or significantly
influenced by them. All the transactions are in the ordinary
couwrse of business and under terms and conditions normatly
applicable to customers of comparable standing. The interest
income, interest expenses and emoluments for the year, average
on-batance sheet outstanding for the year and on-balance sheet
outstanding at the balance sheet date are as follows:

KFRITRE AFEIT

The Group The Bank
2007 2006 2007 2006

(i} Income and expense for the year

FMaWwA . Interest income ) 27,718 30,159 27,647 30,078
HeXxh Interest expense 55,161 36,814 55,160 35,866

iy FHZEEATMRAZ TI9E

(i)  Average on-balance sheet outstanding for the year

BEFPHR Advances to customers 495,163 550,981 493,748 549,450
EPHEHR Deposits from customers 1,338,658 892,011 1,338,605 867,278

(iy BEAMRNZEHEBH

(il On-balance sheet outstanding at the balance sheet date

EFPHEX Advances 1o customers 459,546 528,757 458,187 527,277
BEFER Deposits from customers 1,620,200 974,236 1,620,089 963,722
vy FRZME (iv)  Emoluments for the year

EBETRARZME - BIERE
107 B0 B 1+ 4R 17 i S 30UE B B
ENFRBERAETREREE
B - BFIT -

Remuneration for key management personnel, including
amounts paid to the Bank's directors as disclosed in
note 10 and certain of the highest paid employees as
disclosed in note 11, is as follows:

2007 2006

EHRE BIEF Short-term employee benefits 47328 39,113
BRERI&BH Post-ermployment benefits 2,212 1,648
AR{n SR Ep A F Equity compensation benefits 8,882 9,028
58,422 49,789
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36. Material related party transactions
(Continued)
{f) Loans to officers
Particulars of loans to officers disclosed pursuant to Section
161B(9) of the Hong Kong Companies Ordinance are as follows:

T ERITHE AT R
The Group and the Bank
2007 2006
R12ANBEERBE Aggregate amount of relevant loans outstanding
at 31st December 264,102 398,019
2FARRREH The maximum aggregate amount of relevant loans
outstanding during the year 416,113 479,419

(0 F& - SEfFaodETmeAte
RBEREARAERLER(ZTFA
F:8)-

mRER

AEACHERS - EFREH  LWEELRSE
EAES T EIERER - FHEEAHERE
REEAFREMWENRLS - LR - &H& -
EEEEHEERR  REESHER  TER
BEBEER ZERMEERK BFER

| ENREFANGET s EEEE  HhE

RREFAR-ERE  WRIEZRGREAE
BBERERE  EERFEHRE - A
BB SETFHIRAE R RE - UERES
B R PRk ig b -

AR ETIAAEEY L s ERRAA - BB
ERRERNER  KEMER  LRAKE
BEER - :

(9) During the year, no allowance for impairment losses has been
made in respect of the above advances to related parties (2006:
nil}.

37. Management of risks

The Group has established policies, procedures and limits to manage
various types of risk that the Group is exposed to. Risk management
processes and management information systems are in place to identify
measure, menitor and control credit risk, liquidity risk, market risk and
operational risk. The risk management policies, procedures and limits
are approved by the Board of Directors or its designated committee,
and are monitored and reviewed regularly by relevant risk management
committees, such as the Credit Committee and the Asset and Liability
Management Committee (" ALMCO"). Internal auditors perform regular
audits and independent checking to ensure compliance with the policies
and procedures.

This note presents information about the Group’s exposure to each
of the above risks, the Group’s objectives, policies and processes for
measuring and managing risks, and the Group’s management of
capital.
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(a)

ERARER
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37. Management of risks (Continued)

(a)

Credit risk management

Credit risk arises from the possibility that the counterparty in a
transaction may default. It arises from the lending, trade finance,
treasury, derivatives and other activities undertaken by the Group.
The Board of Directors has delegated the Group's credit risk
management to the Credit Committee, which is chaired by the
Bank's Chairman and Chief Executive.

The credit risk management function is independent of the
business units. It oversees the implementation of credit policies
and ensures the quality of credit evaluation and approval.
Credit approval is conducted in accordance with the Group's
credit policy, which defines the credit extension criteria, the
credit approval and monitoring processes, the loan dassification
systemn and impairment policy. The credit policy also takes into
account the requirements of the Hong Kong Banking Ordinance,
guidelines issued by the HKMA and accounting standards issued
by the HKICPA with respect to large exposures and impairment
requirements.

Guidelines to manage credit risk have been laid down in the
Group’s Loaning Manual, which is regularly reviewed and
approved by the Credit Committee. The Loaning Manual covers
the delegated lending authorities, credit extension criteria, credit
monitoring process, loan ciassification system, credit recovery and
impairment policy.

(i)  Corporate credit risk

The corporate credit exposures are diversified among
corporates, middle market borrowers and SMEs. The large
corporate exposures are generally concentrated among
highly rated customers. The principal means of managing
credit risk is the credit approval process. The Group has
policies and procedures to evaluate the potential credit
risk of a particular counterparty or transaction and to
approve the transaction. For caorporate clients, the Group
has a detailed credit review system that is apptied to each
counterparty on a regular basis. The Group also has limits
for exposure to individual industries and for borrowers and
groups of borrowers, regardless of whether the exposure is
in the form of loans or non-funded exposures. The Group
also has a review process that ensures the proper level of
review and approval depending on the size of the facility
and risk grading of the credit.
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37. Management of risks (Continued)
Credit risk management {Continued)

(a)

0

(ii)

{iii)

{iv)

Corporate credit risk (Continued)

The Group undertakes ongoing credit review and
monitoring at various levels. The credit pelicies promote
early detection of counterparty, industry or product
exposures that require special attention. The Credit
Committee oversees the overall portfolio risk as well as
individual problem loans and potential problem loans on a
regular basis.

Retail credit risk

The Group's retail credit policy and approval processes are
designed based on the characteristics of the retail banking
products: small value but high volume, and relatively
homogeneous transactions. Monitering the credit risk of
retail exposures is based primarily on statistical analyses
and portfolio review with respect to different products
and types of customers. The Group reviews and revises the
product terms and customer profiles on a continual basis
according to the performance of respective portfalios and
the market practices.

Credit-related commitments .

The risks involved in credit-related commitments and
contingencies are essentially the same as the credit
risk involved in extending loan facilities to customers.
These transactions are, therefore, subject to the same
credit application, portfolio maintenance and collateral
requirements as for customers applying for loans.

Concentration of credit risk

Concentration of credit risk exists when changes in
geographic, economic or industry factors similarly affect
groups of counterparties whose aggregate credit exposure
is material in relation to the Group's total exposures. The
Group's portfolio is diversified along geographic, industry
and product sectors in accordance with the established
limits approved by the relevant risk committees.
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37. ARTE(HR) 37. Management of risks (Continued)

(a) PERERER(E) {a) Credit risk management (Continued)
(iv) {SHERZR®PE) (ivi Concentration of credit risk (Continued)
(1) RELAR (1) Maximum exposure
ETHARENERRSWN The maximum exposure to credit risk at the balance
HEARANBART sheet date without taking into consideration of
AEAMRLEHANGE any collateral held or other credit enhancements is
EHER  REIEAMN represented by the carrying amount of each financial
REVBBHERUER assets in the balance sheet after deducting any
NBRRBELERENET impairment allowance. A sumrary of the maximum
6 - RS RRBRIED exposure is as follows:
F:
*TRITER *FRT
The Group The Bank
2007 2006 2007 2006
BEBEFRBITRE - Cash and balances with banks,
hRAITREM central banks and other
ERAEIE financial institutions 3,306,767 2,253,725 1,976,792 1,691,086
EHFHRBTRE - Placements with banks,
FREBITREM central banks and other
ERAEBIE financial institutions 28,942,740 27,525,225 26,521,117 27,444,689
HaR# Trade bills 363,545 370,549 303,208 ©o323.718
BARGAHE Trading assets 1,034,757 738,392 1,034,460 749,578
LFRERA RN Financial assets measured
NEMAE at fair value through
profit or loss 6,700,285 5,382,956 6,700,285 5,382,956
BRI Advances to customers 74,331,816 58,377,203 43,992,090 44,987,774
FTERER Advances to banks 93,920 47,539 - 47,539
3 VNG ) Leans to associated companies 141,888 62,000 141,888 62,000
B2 ERK Amounts due from subsidiaries - - 15,271,307 7,285,939
BEZHMARTH  Held-wo-maturity and
HESRAE available-for-sale
financial assets 18,891,888 22,218,593 16,545,014 19,527,597
BEAREELR Financial guarantees and
iRk i) other credit related
RATH contingent liabilities 2,833,340 3,120,619 3,737,913 3,101,226
HERAORADR Loan ommitments and
=RAROER other credit
refated commitments 15,689,944 12,208,569 12,356,640 11,464,425
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(a) ERAREEI
(v FRERRZEGR)

(2)

37. Management of risks (Continued)

{a)

Credit risk management (Continued)
(iv)  Concentration of credit risk (Continued}

BEzEREE (2)  Credit quality of loans and advances
BROTFREERAHETE Advances to banks are only made to banks with
BRTOHRITRIE - B2 good credit standing. Loans to associated companies
DRERAELETAE are granted as our associated companies have
M {2 E R AT B R E] - good credit standing. At 31st December, 2007 and
RIBFLFR-BTEN 2006, no advances to banks and loans to associated
F+_A=+—8 - % companies are past due nor impaired. The credit
HBHRBENETRZ quality of advances to customers can be analysed as
BERBBMERAHEK -F follows:
PEENEEE RSN
T
KFHITEA KF B
The Group The Bank
2007 2006 2007 2006
FRERAE Gross advances 10 customers
—3EBE K IER A — neither past due
nor impaired 73,035,565 57,116,565 43,757,626 44,411,978
—BHBIERE — past due but not impaired 1,213,077 1,157,580 181,357 499,053
—RfE (M8 — impaired {note 18(c}) 325,137 364,092 195,228 293,170
74,573,779 58,638,237 44134211 45,204,201
Hep of which:
EFEREE Gross advances to customers .
——f ek - Grade 1: Pass 73,302,581 57,433,108 43,185,347 44,168,389
—THHIER - Grade 2: Special mention 946,061 841,037 753,636 742,642
TEMRRBEEERAAN The Group classifies the loans and advances in
ERANERSEREE accordance with the loan classification system
SHE . required to be adopted for reporting to the HKMA.
BEEFRENEFER The ageing analysis of advances 1o customers that
BRES T - are past due but not impaired is as follows:
KFRITEE N BRIT
The Group The Bank
2007 2006 2007 2006
BHEEHENER Grass advances to customers
HyaR that are past due but not
impaired
—BH3EARAT - past due 3 months or less 1,170,309 1,125,263 148,679 476,302
—6BAKHKT - 6 months o less but
B3@AE over 3 months 35,204 21,387 31,069 15,525
—1FEHRHT - 1 year or less but
{E6EAME over 6 months 7,564 10,798 1,609 7.004
-5 E - Qver 1 year - 132 - 132
1,213,077 1,157,580 181,357 499,053
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37. Management of risks (Continued)
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(a) ERBREER(N) (a) Credit risk management (Continued)
(v) fSEARZMPEE {iv) Concentration of credit risk (Continued)

(2) HBRZEREEEG (2)  Credit quality of loans and advances (Continued)
R-_SFLtE+-A At 31st December, 2007, advances to customers
=+—8 - FREAEAXRE that would be past due or impaired had the terms
THEHBFEEERE not been renegotiated amounted to HK$25,618,000
HABENEFPAER (2006: HK$18,767,000) and HK$17,773,000 {2006:
5 Bl & # % 25,618,000 HK$12,328,000) for the Group and the Bank
T(ZFTFARFE: % respectively.

18,767,000 L) R#E M
17773000 E( =R F X
4 : jE%12,328,0007T)

(3) BEFRETRFRHRE (3)  Credit quality of financial assets other than advances
BERESHNZRIF to customers and banks and loans to associated
EZEHAR companies
METHERERELS Credit risk of treasury transactions is managed in
RRFME R EEERR the same way as the Group manages its corporate
FEREAA—B HZTEY lending risk and risk gradings are applied to the
ENERRITE - EHE counterparties with individual counterparty limits
RIXBHFRERS - B set. It is the Group's credit policy not to invest
BEHEE  RIERES debt securities that are below the grading of BBB
AfEag  TAIFRMMET by Standard & Poor’s Ratings Services or their
HIRHEMRELRIR equivalents unless it is approved by the Credit
AR 3% FTa¥ i ©IBBBAR TR Committee.

BRFEREE -
WREAMRELR - & At the balance sheet date, the credit quality of
AR EIREEE investment in debt securities analysed by designation
FiERFEREFAFREN of external credit assessment institution, Standard
FEmaTHHERRR & Poor's Ratings Services or their equivalents, is as
BEHHENT - MBS follows. In the absence of such issue ratings, the
EYESR - MERRH ratings designated for the issuers are reported.
AZEE -
KFRITED KF8T
The Group The Bank
2007 2006 2007 2006
AAA ABA 2,205,007 2939355 2,079,324 2,801,547
AA-FEAls AA - to AAs 19,095,063 17,645,659 16,929,612 17,252,048
A-EA+ A-10A+ 2,601,163 5,858,618 2,576,155 3,709,776
BBBZEBBB+ BBB to BBB+ 413,758 115,832 413,758 115,832
{EH*BEB Lower than BBB 667,474 235,631 667,474 235,631
24,982,465 26,795,095 22,666,323 24,114,834
330 Unrated 788,864 806,935 768,866 806,935
25,771,329 27,602,030 23,435,189 24,921,769
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37. Management of risks (Continued)
{a) Credit risk management (Continued)

(ivi  Concentration of credit risk (Continued)

@

Fair value of collateral and other
credit enhancements held
against financial assets that
are past due but not impaired

Collateral and other credit enhancements

The Group halds collateral against advances to
custormers in the form of morngages over property,
other registered securities over assets, cash deposits
and guarantees. Collateral generally is not held
over advances to banks, except when securities are
held as part of reverse repurchase and securities
borrowing activity. The Group also holds commercial
properties as collateral against loans to associated
companies. Collateral held as security for financial
assets or financial derivatives other than advances is
determined by the nature of the instrument.

An estimate of the fair value of collateral and other

" credit enhancements held against past due but not

impaired financial assets is as follows:

AFRITRE KFRIT

The Group The Bank
2007 2006 2007 2006
2,505,643 2.110,797 312,812 872,506

Analysis of credit risk concentration by the economic
sector of the respective financial assets is disclosed in
notes 15 to 19 and the geographical concentration
of the Group's assets is disclosed in note 35(b).
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37. Management of risks (Continued)

(b)

Liquidity risk management

Liquidity risk is the risk of inability to fund an increase in assets
or meet cbligations as they fall due. The Group has established
liquidity management policies for ensuring adequate liquidity
is maintained at all times. The Group maintained an average
liquidity ratio of 50.4% in 2007, which is well above the statutory
requirement of 25%.

Liquidity is managed day-to-day by the treasury under the
direction of ALMCO. ALMCO, which comprises personnel from
senior management, treasury function, risk management, financial
management and other business areas that could affect liquidity
risk, is responsible for overseeing the liquidity risk management,
in particular implementation of appropriate liquidity policies
and procedures, identifying, measuring and monitoring liquidity
risk, and control over the liquidity risk management process.
The Board of Directors approves the liquidity risk strategy and
policies, maintaining continued awareness of the overall liquidity
risk profile, and ensuring liquidity risk is adequately managed
and controlled by senior management within the established risk
management framework.

To cater for funding requirements during ordinary course of
business, sufficient liquid assets are held and also access to the
interbank market is maintained. in addition, adequate standby
facilities are maintained in order to meet any unexpected and
material cash outflow. The Group also performs regular stress
tests which include both an institution-specific crisis scenario and
a general market crisis scenario, on its liquidity position to ensure
adequate liquidity is maintained at all times.




37. EABER(N)

(b}

37. Management of risks (Continued)

AbREEBEER K {b) Liquidity risk management {Continued)
TRITHEBRZUERERARER The cash flows payable by the Group for the financial liabilities
FEREMAFIE  REHFBER M inctuding interest payable that will be settled by remaining
REmE - rEBEsERUEH R contractual maturities at the balance sheet date are presented
HAGRAREKE - AR B HAME in the following table. The amounts disclosed are based on the
fTHSRaEH LR B ARSI & - contractual undiscounted cash flows. Interest payable in respect
AHRMANERAH  aFEELEH of term financial liabilities is reported based on contractual
B e AR AT BN R [ T30 » interest payment date. Financial liabilities repayable on demand
including interest accrued up to balance sheet date are reported
under the column “repayable on demand”.
FFETER
The Group
2007
VEARL  3EARE  1fRE
B3fEAkK Ri5h 5%
Over Over Over REAH
HEER BRRK Tmonth 3 months 1 year SEHE a8
Repayable Within ~ butwithin  butwithin  butwithin Over 8300 Gosscsh
on demand 1 month 3 months 1 year 5 years 5 years Undated outflow
BR% 448 Depasits and balances of banks,
BREHAE certral banks and other
ZHR financial institutions 158,495 1,195,493 501,553 918427 155,903 - - 2929871
EFPER Depsits from customers 28342797 66,048,172 14986319 4642610 649,264 - - 114,669,162
ERLE {ertificates of deposit issued - 205850 1,361,400 893498 914,614 - - 33n54n
fEERTA Derivative finandil instruments - 39,007 11.484 192,007 46215 432,686 - 1139
A Subordinated lighilities - - - 221,865 759944 3485547 31090 7594276
Al Other fiabiities - 1313850 BAA 78638 - BUE 114559
26501200 68802472 17004830 1345124 3004638 3918233 3160136 131835723
FHRRRA <Unregognised koan
commitments 11,768,538 211,457 43387 1478781 1,520,661 167,054 - 15689944
AFEEN
The Group
2006
1EA%E  3EAMUE 15 E
{E3fAAR AR {Bs%R
Over Ovar Over Remd
T oo 18AA tmonth  3months 1year SEBE 1]
Repayable Within ~ butwithn  bulwithin  butwithin Over Bl Gross cash
on demand 1 month 3 months 1 year 5 years 5 years Udated outflow
BORE - BREiT Deposits and balances of banks,
RABSHBE cantral banks and ather
ER financial institutions 121,794 640,884 50,704 167,277 134673 - - 1,715,332
EEFR Deposits from customers 26,187,186 57361581 13731441 4977355 394,481 89 - 102,652,333
REERLEE Centificates of deposit issued - 2813 1,136,048 566,048 2,036316 - - 3910126
fIESHIR Derivative financial instruments - 6453 41,558 256,359 28113 9,625 - 562,308
EHatk Subordinated liablities - - - 134,215 134924 2507850 - 2,786,593
Einntk Other liabilities - 1,175,995 178,218 363,062 68,393 - 60,607 1,847,215
26308580 52413626 35137969 7067061 3017060 2537764 60,607 113,544 867
AR HHAH Unrecognised loan
cemmitments 9,422,146 25,000 2,757 281,169 1,826,918 650,579 - 12208569
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EkEE ()

(b) RBEEREFD(MN)

BORE - REH
REGSRAR
ZhR

EFER

ERiERE

fitEHIA

knagk

AtAfk

R BRER

BiTHE - PRET
BRESHES
ZH

BERER

ERTERE

fiE2HTA

ERRE

R BN

Deposits and bafances of banks,
central banks and other
financial institutions

Deposits from customers

Centificates of depasit issued

Derivative financial instruments

Subordinated liabilities

Other liabilities

37. Management of risks (Continued)

Unrecognised loan
commitments

Deposits and balances of banks,
central banks and other
finangial institutions

Deposits from customers

Certificates of deposit issued

Derivative finandial instruments

Other liabilties

Unrecognised loan
commitments

{b) Liquidity risk management (Continued)
*FBI
The Bank
2007
1ERUE  3EAME 18K E
E3fEAA BIFR {E55R
Over Cver Qver Bend
Jill 5t AR 1 month 3 months 1 year SERE ]
Repayable Within  butwithn  butwithin  but within Over BiE  Goscsh
on demand 1 manth 3 months 1year § years 5 years Undated outflow
148,301 1,033,030 - - - - - 118133
NAB554 53351791 11818661 2986845 24,395 - - BOB0T2H
- 209,251 l 1,360,009 §23387 812,508 - - 3205135
- 38,541 15,941 192,493 447,603 432,827 - 1127405
- - - 93,002 759,944 949800 3120820 4923686
- 613,763 162,153 240,725 41834 - 1214 1ma
573855 55246376 13356764 4336473 2286284 1382627 3133666 101,316,045
11,635,0 - - M ameeT  J00 - 12356640
KFBIT
The Bank.
2006
WERBE  EARE 1R E
B3 AM BiFH B4R
Over Over Over RER
AT 8% Imonth  3months 1 year SEME o]
Repavable Within ~ butwithin ~ butwitin  butwithin Qver S4B Gros ash
on demand imonth  3months 1 year 5 years 5 years Undated outflow
102,31 640,884 50,704 162,277 134,673 - - 1695369
20340074 48003463 11090262 4,041,420 131,578 289 - 8160718
- 228,113 1,136,048 514184 2,036,316 - - 390261
- 519 45,843 258,159 248658 4,708 - 568,167
- 527351 150,166 285,926 32,797 - 19,804 1,016,044
0442505 47406210 124730283 5926966 2584022 9,997 19804 88,862,527
9,675,038 15,000 1,727 174,953 1,021,078 566,629 - 11464425

FHARFHRTEIRZAERB MRS
HHBESHTIED L Mz RErHAE
#5 EARR S AR 3 B 30 -

The detail of the analysis on the Group's and Bank’s material
assets and liabilities into relevant maturity groupings based on
the remaining pericd at balance sheet date to the contractual
maturity date are set out in note 30.
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37. Management of risks (Continued)

(4]

Market risk management

Market risk is the risk arising from the movements in market
prices of on- and off- balance sheet positions in interest rates,
foreign exchange rates as well as equity and commaodity prices
and the resulting change in the profit/loss or reserve of the
Group. ’

The Group is exposed to market risk on position taken or financial
instrument held or taken such as foreign exchange contracts,
interest rate contracts, fixed income and equity securities and
derivatives instruments.

The Board of Directors reviews and approves the policies for the
management of market risks and trading authorities. ALMCO has
been delegated the responsibility of controlling and monitoring
market risk incfuding regular review of the risk exposures and
the risk management framework such as the established limits
and stop-losses. The limits are set by ALMCC and reviewed on
a periodic basis with reference to market conditions, with any
material changes requiring a review by the Board of Directors.
It is the Bank's policy that no limit should be exceeded. Middle
Office has been delegated the duties of intra-day monitoring and
ensuring compliance with the policy and limits.

The Group adopts a prudent approach in managing the portfolio
of trading instruments. It reduces excessive market risk by
offsetting trading transactions or hedging the open positions by
executing derivative contracts with other market counterparties.
Trading of interest rate and foreign exchange derivative Contracts
forms an integral part of the Group’s trading activities, which
are primarily for squaring the trading positions or covering the
customer driven positions.

The Group uses the Price Value of a Basis Point {“PVBP")
measurement to monitor and limit its interest rate risk exposure.
PVBP is a technique involving the calculation of the change
in present value of a financial instrument or a portfolio of
instruments due to a change of one basis point in interest rates.
It also provides a quick tool to evaluate the impact on profit and
loss due to a basis point movement in interest rates.
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37. RRREE(HR) 37. Management of risks (Continued)
(0 TWERAREE(N) () Market risk management (Continued)
i  FERRE (i) - Interest rate risk
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The Group’s interest rate exposures arise from lending,
deposit taking as well as treasury activities. interest rate risk
primarily results from the timing differences in the repricing
of interest-bearing assets, liahilities and commitments,
which may apply to both banking book and trading book. It
also relates to positions from non-interest bearing liabilities
including shareholders' funds and current accounts, as well
as from certain fixed rate loans and liabilities. The Group’s
interest rate risk is monitored by the ALMCO within limits
approved by the Board, including interest rate gap limit,
product limit and PVBP limit. The Group also uses interest
rate swaps and other derivatives to manage interest rate
risk.

As the balance sheet date, the impact of a change in 100
basis points in interest rates would change the Group’s
profit before tax as follows. The effect on interest-bearing
financial instruments and interest rate swaps has been
included in this calculation.

2007 2006

AR B TR EEBREAT

s FHE 50, EFME A0,

(B4 (R

Increase/ Increase/

(decrease} (decrease)

in Group's profit  in Group's profit

before tax before tax

10088 Increase 100 basis points 20,184 13,536
TP 100K 2 Decrease 100 basis points (20,184) (13,536)

HEEUAMERREIEREREA
fii - RREREESEREFR
EFERERMAMTE - £EHR

Structural interest rate risk arises primarily from the
deployment of non-interest bearing liabilities, including
shareholders’ funds and current accounts, as well as from

ERRHEEAREHEERSE certain fixed rate loans and liabilities. Structural interest
B rate risk is monitored by ALMCOQ.




37. AREER(R)

37. Management of risks (Continued)

(0 FaRREE(N) (&) Market risk management {Continued)

i  FiERERGA) ()  Interest rate risk (Continued)
TRETREHFOHREERA The following tables indicate the expected next repricing
HNTEHAT R EERTE - dates for the assets and liabilities at the balance sheet date.

KEFROIHE
The Group
2007
3EALL 1R E
B1ER {B5FRX
AR Over3months  Over 1 year SERE &8
At Within but within but within Over  Non-interest
Total 3 months 1 year 5 yaars 5 yeurs bearing
gE Assets
B REHE{TA% - Cashand balancas with

BRI REE banks, central banks and

SRBEIE other financial instituticns 3,306,767 2,344,451 - - - 962,316
EHFHETEE Placemants with hanks, -

FRETRAE central banks and other _

SR E financial institutions 28,942,740 28,197,536 745,204 - - -
ERER Trade bills 363,545 352,375 11,170 - - -
RREREE Trading assets 1,034,757 - 80,756 245,541 - 708,460
HAREEEARS Financial assets measured at

ZEREAE fair value through profit or loss 6,700,285 1,347,482 1,280,899 2,758,388 1,313,516 -
EFHFREMERR Advances to customers and

other accounts 76,682,065 63,182,508 5,619,758 2.122,011 404,273 2,353,515
BITREER Advances to banks 93,920 - 15,896 78,024 - -
BEZHMARAfH Held-to-maturity and

HESRAE available-for-sale financial assets 18,891,888 12,796,233 378,447 4,418,962 1,151,105 147,14
BELAER Laans to associated companies 141,888 131,355 - - - 10,533
RitEE Other assets 3,499 407 - - - . - 3,499,407
o2 Total assets 139,657,262 108,351,940 §,132,130 12,622,926 2,868,894 7,681,372
=4 | Liabilities
BOR% - pREO Deposits and balances of

ERfiSRES kanks, central banks and

ZER other financial institutions 2817714 1,176,059 1,425,700 206,112 - 9843
EPER Deposits from customers 113,968,986 103,239,077 4,481,430 33,19 591 5924697
ERTHIE Certificates of deposit issued 3,309,204 2,932,454 123,724 253,016 - .-
ERmzAl Trading liabylities 765,344 - - - - 765,344
HibR Other liabilities 2,629,089 30,359 - - - 2,598,730
EuaHE Subordinated liabilities 5,658,889 - 2,535,747 - 3123142 -
aafk Total liabilities 129,149,226 107,377,959 8,566,601 782,319 3,123,733 9,298614
FETRBAEN) Derivatives (in the barking book)

E/(8) 888 net long/{shart) position

(BRER) {notional amount) - 241,81 210,662 (257,476) {195,057) -
HERGREEE Interest rate sensitivity gap 10,508,036 1,215,852 (223,809) 11,583,131 (449.896) (1,617,242}
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Assets
Cash and balances with

banks, ceniral banks and

other finandial institutions
Placernents with banks,

central banks and

other finandial institutions
Trade bills
Trading assets
Financiat assets measured at

fair value through profit or loss
Advances to customers and

other account
Advances to banks
Held-to-maturity and

available-for-sale financial assets
Other assets

Tolal assets

Liabilities

Deposits and balances of
banks, central banks and
other financial institutions

Deposits from customers

Certificates of deposit issued

Trading liabilities

Other liabifities

Subordinated liabilities

Total liabilities
Derpvatives (in the banking book)
net long/short) position

(notional amount)

Interest rate sensitivity gap

37. Management of risks (Continued)

() Market risk management {Continued)

(i) Interest rate risk {Continued)
AFRTEN
The Group
2006
3WAKL VL
B1%R B5%R

AR Over 3 months Qver 1 year SEME 28

&t Within but within but within Over  Noneinterest

Total 3 months 1 year 5 years 5 years bearing
2,253,725 1,505,451 - - - 748,274
27,525,225 21,367,163 158,062 - - -
370,549 360,636 9,913 - - -
738392 - 50 248 114,922 623,172
5,382,956 1,320,416 165,839 3,412,250 484 351 -
60,656,719 51,822,520 3370438 2,553473 627,544 2,282,744
47,539 - 47539 - - -
22,218,593 11,707,638 1,195,880 8,205,030 995,306 114,739
2,956,865 - - - - 2,856,869
122,150,567 94,083,824 4,947 823 14,171,001 2222123 6,725,798
1,692,387 795,123 756,466 129,395 - 11,903
102,066,947 92,055,356 4,702,941 204,148 836 5,103,666
3,715,303 3,475,160 86,952 153,19 - -
590,899 - - - - 590,899
2,233,958 72,208 - - - 2,162,750
2,527,850 - - 2,527,850 - -
112,833,844 96,397,847 5,546,359 3,014,584 836 787418
- 280,008 85,558 (326,676} (38,890) -
9.316,723 (2,034,015) {512,580} 10,829,741 2,182,397 (1,148.420)
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37. Management of risks (Continued)
© TRAREE(N) - (©
M FRERE

Market risk management {Continued)

(i)  Interest rate risk (Continued)
KFHIT
The Bank
2007
3BALLL 1ERLE
B1FR {H5F R
3MEAA- Over3months  Qver 1year SFRE &E
=1 Within but within but within Over  Non-interest
Total 3 months 1 year 5 years 5 years bearing
Assets
Cash and balances with
banks, central banks and
other financial institutions 1,976,792 1,384,179 - - - 592,613
Placements with barks,
central banks and other
financial institutions 26,521,117 26,46592¢% 55,188 - - -
Trade bills 303,208 292,038 11,170 - - -
Trading assets 1,034,460 - 80,756 245,541 - 708,163
Financial assets measured at
fair value through profit or loss 6,700,285 1,347,482 1,280,899 2,758,388 1.313,516 -
Advances to customers and
ather accounts 45,302,894 42,035,153 1,212,943 415,810 324,657 1,314,331
Held-to-maturity and
available-for-sale financial assets 16,545,014 10,892,512 157,306 4,343,312 1,015418 136,406
Amounts due from subsidiaries 15,271,307 7.706,004 4,957,451 1,860,000 610,000 137,852
Loans to associated companies 141,888 131,355 - - - 10,533
Other assets 5,117,547 - - - - 5,117,547
Total assets 118,914,512 90,254,652 7,755,713 9,623,111 3,263,541 8,017,445
Liabilities
Deposits and balances of
banks, central banks and
other finandal institutions 1,175,558 1,168,730 - - - 6,828
Deposits from customers 89,332,555 82,001,997 2,908,630 111,238 - 4,310,680
Certificates of deposit issued 3,109,220 2,932,463 23,7141 153,016 - -
Trading liabilities 764,982 - - - - 764,982
Ameunts due to subsidiaries 12,285,232 4,820,792 5,742,866 1,080,230 - 641,344
Other liabilities 1,437,389 30,359 - - - 1,407,030
Subcrdinated liabilities 3,123,142 - - - 3,123,142 -
Total liabilities 111,228,078 90,954,341 8,675,237 1,344,484 3,123,142 7,130,874
Dearivatives (in the banking book)
net long/short) position
{notional amount) - 241871 210,662 {257,476) {195,047) -
Interest rate sensitivity gap 7,686,434 (457,818) {708,862) 8,021,151 (54,608) 886,571
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Assats
Cash and balances with
banks, central banks and
other financial institutions
Placements with banks,
central banks and other
financial institutions
Trade biils
Trading assets
Financial assets measured at
fair value through profit or loss
Advances to customers and
other accounts
Advances 10 banks
Held-to-maturity and
available-for-sale financial assets
Amounts due from subsidiaries
Other assets

Total assets

Liabilities

Depasits and balances of
barks, central banks and
other finandial institutions

Deposits from customers

Certificates of deposit issued

Trading lizbilities

Amounts due to subsidiaries

Other ligbilities

Total liabitities
Derivatives (in the banking book)
net long/(short) position

{notional amount)

Interest rate sensitivity gap

37. Management of risks (Continued)

{c) Market risk management (Continued)
Interest rate risk (Continued)
AFRT
The Bank
2006
EALE R E
R 855K

@AM Over3Imonths  Over 1year SEE %8

&it Within bus within but within Over  Non-interest

Toal 3 months 1 year 5 years 5 years bearing
1,691,086 1,189,718 - - - 501,368
27,444 689 27,286,626 158,063 - - -
3237118 313,805 9913 - - -
749,578 - 50 248 114,922 634,358
5,382,956 1,320416 165,939 3,412,250 484,351 -
46,477,066 42,569,045 1,444 243 397486 573,470 1,492,822
47539 - 47,539 - - -
19,527,597 10,088,621 640,785 7,838,390 855,797 104,004
7,285,939 3,733,768 400,000 1,445,000 1,665,000 42171
2,840,243 - - - - 2,840,243
111,770,431 - 86,501,999 2,866,532 13,093,374 3,693,540 5,614,966
1,673,424 778,755 756,466 129,39% - t 8807
81,184,068 73,158,440 3,961,148 132,268 - 3932212
3,720,276 3,475,160 91,925 153,191 - - -
592,379 - - - - 592,379
16,100,651 8,192,718 3,130,884 4,287,035 - 490,014
1,318,913 72,208 - - - 1,246,705
104,589,711 85,677,281 7,940,423 4,701,890 - 6,270,117
- 280,008 85,558 {326,676) (38,830} -
7,180,700 1,104,726 (4.988,333) 8.064,308 3,654,650 {655,151)
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37. Management of risks (Continued)
{¢) Market risk management (Continued)
(i) Interest rate risk (Continued)

The following table indicates the effective interest rates for
the last month of the year:

KFRTER kFIRTT
The Group The Bank
2007 2006 2007 2006
% % % %
EEFHIRITRIE - Placement with banks,
B ERT R H Ak & central banks and other
BESR financial institutions 5.26 4.75 5.33 4.75
BRFEREEATR Advances to customers
and trade bills 5.48 6.08 4,98 5.88
BBEH Debt securities 5.56 5.18 5.72 5.28
5.44 5.57 5.26 5.44
HITRIE - PRB|ITR Deposits and balances of
HAib s RS 2 F 3R banks, central banks and
ather financial institutions 4.26 4.08 3.57 412
BEEER Deposits from customers 3.88 4.01 3.85 4.10
EBITTFERE Certificates of deposit ssued 3.39 3.19 3.34 3.19
wnam Subordinated liabilities 570 5.32 5.70 532
397 4.01 3.93 410
w¥ER (i)  Currency risk

sREnSEREEENMER
B EmERTEEAREESN
MEBRRRSITMERRE M
BHIMERE  TRAET R
FERARY HmEERAER
ZREEE - FESNRFHER®S
BEEFIE HEEARTEE
HRRER-

BRI SME B R H R AR
BBRELFRHBINGESAER
R REET R AR 10% k5
L BAETXEEER -

HEERFHIEBHENMNEN
NN FRENERA RS
ByH - ARUEERABEAEE
BFRANBERTNFRITENG
T MOMB LS RAEKEL
A WBRRETFAAMEEERR
i

-  RESHBRTREELR
EMEE R

- f&fiRfE-

The Group foreign exchange positions, which arise from
foreign exchange dealing, commercial banking operations
and structural foreign currency exposures arising from
capital investment in subsidiaries and branches outside
Hong Kong, mainly in US dollars, Macau Patacas and
Renminbi, are managed by ALMCO. All foreign exchange
positions are managed by the ALMCO within limits
approved by the Board of Directors.

The net positions or net structural positions in foreign
currencies are disclosed below where each currency
constitutes 10% or more of the respective total net position
or total net structural position in all foreign currencies.

The net option position is calcutated on the basis of
delta-weighted positions of all foreign exchange options
contracts. The net structural position includes the Bank's
overseas branch, banking subsidiaries and other subsidiaries
substantially involved in foreign exchange trading and
include structural assets or liabilities as follow:

- investments in overseas subsidiaries and related
companies; and

- subordinated liabilities.
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(0 THARREE(N) {¢) Market risk management (Continued)
(i E¥ERRE(E {i)  Currency risk {Continued)
AFRITRE
The Group
2007 2006
e Akt Sy &%
(EXEETEE) {tn milfions of HK$ equivalent) Uss Total uss Total
HEHE Spot assets 34,087 61,184 33,352 54,786
HEAafHE Spot Habilities (35.080) (62,519) - (33,486) {54,549)
BHRE A Forward purchases 23,452 27,373 32,214 35,141
REATTH Forward sales (19,685) {23,628) (28,651} {32,299)
HEeRER Net option position (5,369) (5,369) (171) (166)
(&) R&FR Net (short} / long positions (2,595) (2,959) 3,258 2913
K FRTTEE
The Group
2007
kel AR%
Macau Chinese EL A%
BN EE TEE) {in miliions of HKS equivalent) Patacas Renminbi us$ Total
EHEEERER Net structural positions 260 610 646 1,516
FRITHES
The Group
2006
B% AEE
Macau Chinese ETT &%
(B EETEE) {in millions of HKY equivalent) Patacas Renminbi uss Total
EEMEREE Net structural positions 441 199 324 964
KT ERTT
The Bank
2007 2006
e &t T &%
(B EETEE) {in millions of HK$ equivalent) uss Total us$ Total
BEHE Spot assets 31,716 54,225 32,657 53,936
REEAMH Spot liabilities (32,821) (56,272) (33,033} (53,905)
HBEEA Farward purchases 23,443 27.330 32,214 35,095
EHITT Forward sales (19,685) (23,607) (28,651} (32,297)
HEAsEn Net opticn position (5,369) {5,369) (171} (166)
(|, =BFH Net (short) / long positions {2,716) {3,693) 3,016 2. 663
KFHRIT
The Bank
2007
P AR%
Macau Chinese =T =
(A EETEHE) {in mitlions of HKS equivalent) Patacas Renminbi Uss | Total
LBt RREa Net structural positions {854) 534 646 326
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37. Management of risks (Continued)

TigRRER(N) {c) Market risk management {Continued)
iy HEEERRG (i) Currency risk (Continued)
KFRIT
. The Bank
2006
b Al ARY
Macau Chinese ET =)
(BHEETEE) {in millions of HK$ equivalent) Patacas Renminbi Us$ Total
EEMARER Net structural positions (583) 199 324 (60}
iy REER {iiy  Equity risk

AEER_BTLER_RTR
FrRERR - EEXAREE
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ATHENEHRFRE (LW
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(d)

The Group's equities exposures in 2007 and 2006 are
mainly in long-term equity investments which are reported
as “Held-to-maturity and available-for-sale financial assets”
set out in note 19. Equities held for tradirg purpose are
included under “Trading assets” set out in note 16. These
are subject to trading limits and risk management control
procedures and other market risk regime.

Operational risk management

Operational risk is defined as the risk of loss resulting from
inadequate or failed internal processes, people and systems or
from external events.

The Group’s risk managernent framework is established to control
risks at both corporate and departmental levels. The undertying
management principle is built upon a long-standing culture of
high integrity and risk awareness fostered by senior executives of
the Group.

The framework consists of governing policies with control
measures to ascertain absolute compliance by all operating units.
These measures are directed, controlled and held to account
by operational management committees chaired by senior
executives. Regular reviews are performed by the committees
to ensure proper functioning of internal controls and to identify
improvement opportunities.

Furthermore, independent reviews are conducted by the Group’s
Internal Audit Diviston to measure the effectiveness of the
Group's system of internal controls. This division reports to the
Audit Committee to ensure the framework is managed with high
standards of probity.
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37. Management of risks (Continued)

{e)

Capital management

The Group’s policy is to maintain a strong capital base to
support the development of the Group's business and to meet
the statutory capital adeguacy ratio. In addition to meeting the
requirements from the HKMA, the Group's primary objectives
when managing capital are to safeguard the Group's ability to
continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, by
pricing products and services commensurately with the level of
risk and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might otherwise be possible with greater gearing
and the advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure in light
of changes in economic conditions. The amount of minimum
capital requirements held for credit, market and operational risks
are calculated in accordance with the Basel Il requirements and
the regulations from the HKMA,

Capital is allocated to the various activities of the Bank depending
on the risk taken by each business division. Where the subsidiaries
are directly regulated by oversea regulators, they are required to
maintain minimum capital according to those regulators’ rules.
The Bank and certain financial subsidiaries, as specified by the
HKMA, are subject to the HKMA's capital requirements for its
regulatory supervision purposes. The Group and its individually
regulated subsidiaries have complied with all externally imposed
capital requirements throughout the year ended 31st December,
2007 and 2006 and are well above the minimum required ratio
set by the HKMA,

The capital adequacy ratios as at 31st December, 2007 are
computed on a consolidated basis including the Bank and certain
of its subsidiaries as specified by the HKMA for its regulatory
purposes, and are in accordance with the Banking (Capital) Rules
of the Hong Kong Banking Ordinance which became effective
on 1st January, 2007. The capital adequacy ratios as at 31st
December, 2006 were computed in accordance with the Third
Schedule to the Hong Kong Banking Ordinance and adjusted in
accordance with the guideline on “Maintenance of Adequate
Capital Against Market Risks” issued by the HKMA. Accordingly,
the capital adequacy ratios of the two years are not directly
comparable.
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(a)

Retirement benefit costs {note 5(f)

(b)

38. Staff benefits

Retirement schemes

KT RITRE
The Group
2007 2006

48,807 40,467

The Group operates both a Mandatory Provident Fund Exempt
QRSO Scheme ("the ORSO Scheme”} which is registered under
the Qong Kong QOccupational Retirement Schemes Crdinance and
two Mandatory Provident Fund Schemes {“the IMPF Schemes”)
established under the Hong Kong Mandatory Provident Fund
Ordinance to cover all qualifying employees in Hong Kong. As
from 1st August, 2004, the ORSO Scheme has been frozen as
employees and the employer have made the contributions to
MPF Schemes instead. In addition, a defined contiibution scheme
was established on 3rd January, 2001 to cover all qualifying
employees in Macau at various funding rates, in accordance
with the local practice and requirements. The costs of these
schemes are charged to the income statement as incurred and
the assets of these schemes are held separately from the Group.
Any forfeiture amount under the MPF Schemes is refunded to
the Group when the member leaves employment prior to the
employer's voluntary contributions being vested fully,

Equity cofnpensation benefits

()  Share Option Scheme
Pursuant to the approved Share Option Scheme, the
directors are authorised, at their discretion, to invite certain
executive, to take up options to purchase ordinary shares in
the Bank as an incentive to them. Prior to 1st September,
2001, the exercise price was 80% of the average closing
price on The Stock Exchange of Hong Kong Limited
{"SEHK"} an the five business days immediately preceding
the date of offer of such options, After 1st September,
2001, the exercise price should be at least the higher of
the closing price of the shares on SEHK on the date of
the grant, which must be a trading day, and the average
closing price of the shares on SEHK for the five business
days immediately preceding the date of grant.
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38. EEERN(H) 38. Staff benefits (Continued)
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(b) ERIRMER(E) (b) Equity compensation benefits (Continued)
() SERARELIH(HY) (H  Share Option Scheme (Continued)
{1) IBRERE (1) Movements in share options
2007 2006
InigEEY IEE
176EM TER
Weighted Rir#a Weighted iRidBAa
average Number average Number
exercise price of shares  exercise price of shares
BT T
HK3 HK$
1H1B & Outstanding at 1st January 38.50 1,085,000 37.43 1,285,000
217#E Exercised 41,92 (95.000) 31.64 (200,000)
ZANBERE Outstanding,and exercisable
a3 {E at 31st December 38.17 990,000 38.50 1,085,000
FRTEFHBRE "R No share options were granted during the year {2006
TrRE E) nily.
2) PEEROXLELZF (2} Terms and conditions of unexpired and unexercised
YRR ARTT R ey SRR ARG share aptions at balance sheet date
EREH
2007 2006
ARiFEE RiGEE
B TR E R A IER Number of Number of
Date of options granted Exercise price shares shares
B
HK$
10/03/2001 23.60 150,000 150,000
15/03/2002 26.30 120,000 120,000
14/01/2003 25.80 40,000 60,000
14/03/2003 26.50 100,000 100,000
21/05/2004 43.80 300,000 350,000
14/01/2005 51.25 200,000 220,000
28/01/2005 50.25 80,000 85,000
990,000 1,085,000
i F R BB R IR T The options granted under the Share Option Scheme
ZRBUENRETRE— will be exercisable between the first and the tenth
BFEEEETHEFAG anniversaries of the date of grant, and settled by
6 - B REMRDETR physical delivery of shares.
WU -

BRoR®t+tE+ZA
=+—BERITEZEZE
Bz NEFHRBENTF
HASEEFE(ZBBAE
6.71EE) »

The options outstanding at 31st December, 2007
have a weighted average remaining contractual life
of 5.66 years (2006: 6.71 years).




38. (EEEFR ()

(b) B {3EEMIE R (M)
()RR )

(3}

)

FATREZEREFE

TEEE
Exercise date

01/02/2006
01/04/2006
01/0472006
16/06/2006
18/08/2006
25/0812006
25/08/2006
23/01/2007
23/01/2007
19/04/2007
09/05/2007
20/08/2007
051122007

FERDITERRERTIE
BH 2 4G F IR BB
M OT(ZBBAFE :
HME9.327T) o

BRIz 2 FRERER
3¢
BEERETFAZATMH
EOEA-_BEAMEE
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BAFEEREZ 2FHE
HY  CEBRRIELR
MAREY - tbABER
FRTHYNTIHNREN
B HTBEEERBRF
B -HEMzEERRGZ
BE®R MEEIBRRR
By oFRESN
ERERPN: 2

38. Staff benefits (Continued)

{b) Equity compensation benefits (Continued)

{ii  Share Option Scheme (Continued)
(3)  Details of share options exercised during the year
BAHITEANN S
Z B8 0k
il
Weighted average
closing price 2007 2006
fitER per share at Frigd A 8B R&GEE
Exercise preceding day Proceeds Number Number
price before exercise date received of shares of shares
AT BT BT
HK$ HK$ HK$
50.25 56.10 1,005,000 - 20,000
25.80 65.15 516,000 - 20,000
26.30 65.15 526,000 - 20,000
43,80 63.95 1,752,000 - 40,000
23.60 7170 944,000 - 40,000
26.30 75.00 789,000 - 30,000
26.50 75.00 795,000 - 30,000
43.80 ' 96.55 657,000 15,000 -
50.25 96.55 251,250 5.000 -
25.80 95.85 516,000 20,000 -
51.25 89.25 1,025,000 20,000 -
43.80 82.05 876,000 20,000 -
43.80 99.95 657,000 15,000 -
95,000 200,000

()

The weighted average share price at the exercise
date for share options exercised duning the year is
HK$91.90 (2006: HK$69.32).

Fair value of share options and assumptions

The fair value per option at the dates of grant was
measured based on the Bi-nominal pricing model.
The Bi-nominal pricing model was used in estimating
the fair value of share options after taking into
account the exercise price and the life of the option.
Such option pricing model requires the input of
highly subjective assumptions including the risk-
free interest rate, expected volatility and dividend
yield of the shares. The changes in subjective input
assumptions can materially affect the fair value
estimate.
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38. Staff benefits (Continued)

Equity compensation benefits (Continued)

(b)

Date

{i

(i)

Share Option Scheme {Continued)

(4}  Fair value of share options and assumptions
(Continued)
The expected volatility is based on the historic
volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any
expected changes to future volatility due to publicly
available information. Expected dividends are based
on historical dividends.

Share options were granted under a service
condition. This condition has not been taken into
account in the grant date fair value measurement of
the services received. The fair values of the options
were measured at the grant date and are charged to
the income statement and credited to shareholders’
funds between the grant date and vesting date.
There were no market conditions associated with the
share option grants.

EIP

Pursuant to the approved EIP, the directors are authorised,
at their discretion, to invite certain executives, to take up
awards to vesting ordinary shares in the Bank as incentive
for them to remain in employment with the Bank. The
maximum number of awards that may be granted under
the EIP may not exceed 1% of the issued share capital of
the Bank for the time being in issue within five years of the
date of approval of the plan on 22nd April, 2004.

The Group grants awards at no consideration for certain
employees to acquire ordinary shares in the Bank under
the EIP. The shares will be acquired at a nominal value of
HK$1 per share under the award. If the Board of Directors
determines to select the cash option when shares vest,
which is available under the plan, no new shares will be
issued on the date of vesting. The percentage of awards
vested between the sixth to the tenth anniversaries after
the date of grant is as follows:

BERNER AT
Percentage of Award vesting

Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%
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BRYRNAH
Date of
awards granted

21/05/2004
23/01/2006
29/01/2007
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39. EMTRZAVEE
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1ifEf8
Exercise
price
BT
HK$
1.00

1.00
1.00

Staff benefits (Continued)
{b) Equity compensation benefits (Continued)
(i)  EIP{(Continued)
At 31st December, 2007, the Directors and employees of
the Bank have the following interest in awards to purchase
the ordinary shares in the Bank.

2007 2006

B =414

gHBez b=

DEME REME

Fair value Jiaiag 542 Fair value RissA

of awards at Number of awards at Number
date of grant of shares  date of grant of shares-
21,186,000 495,000 21,186,000 495,000
87,672,000 1,560,000 87,672,000 1,560,000
13,244,000 140,000 - -
122,102,000 2,195,000 108,858,000 2,055,000

The fair value per award at the date of grant is determined based on
the closing price of the shares of the Bank less the exercise price of the
award, The fair value per award at the date of grant is as follows:

BTzl B8N
Award granted on  Award granted on
29/01/2007 23/01/2006
BT B
HK3$ HK$
Closing price of the shares of the Bank
at the date of grant 95.60 57.20
Less; Exercise price (1.00) (1.00)
Estimated fair value per award 94.60 56.20

39.

Fair values of financial instruments

Fair value estimates are generally subjective in nature, and are made as
of a specific point in time based on the characteristics of the financial
instruments and relevant market information. Where available, the
most suitable measure for fair value is the quoted market price. In the
absence of organised secondary markets for most financiat instruments,
and in particular for loans, deposits and unlisted derivatives, direct
market prices are not available. The fair value of such instruments was
therefore calculated on the basis of well-establised valuation techniques
using current market parameters. In particular, the fair vatue is a
theoretical value applicable at a given reporting date, and hence can
only be used as an indicator of the value realisable in a future sale.
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Notes to the Financial Statements

39. Fair values of financial instruments

(Continued)

All valuation models are validated before they are used as a basis for
financial reporting. Wherever possible, the Group compares valuations
derived from models with quoted prices of similar financial instruments,
and with actual values when realised, in order to further validate and
calibrate the models. These techniques involve uncertainties and are
significantly affected by the assumptions used and judgments made
regarding risk characteristics of various financial instruments, discount
rates, estimates of future cash flows, future expected loss experiences
and other factors. Changes in assumptions could significantly affect
these estimates and the resulting fair values. Derived fair value estimates
cannot necessarily be substantiated by comparison to independent
markets and, in many cases, could not be realised in an immediate sale
of the instruments.

All financial instruments are stated at fair value or carried at amounts
not materially different from their fair values as at 31st December, 2007
and 31st December, 2006 except as follows:

KRFRITHRD
The Group
2007 . 2006
R E ~EE[E REE R ME
Carrying value Fair value Carrying value Fair value
EBREE Financial assets
HAE3HAZER Held-to-maturity investments 8,770,757 8,776,823 12,344,821 12,267,266
ERAM Financial liabilities
GO R L 2 2 BT Certificates of deposit issued
Faag at amortised cost 2,014,984 2,014,754 2,205,000 2,208,888
ASE SRk AT E Subardinated liabilities valued
&AM at amortised cost 2,535,747 2,534,381 2,527,850 2,486,484
KFRTT
The Bank
2007 2006
REE ~ERE BRHEIE LFNE
Carrying value Fair value Carrying value Fair value
SHAE Financial assets
REERMEZRA Held-to-maturity investments 6,592,703 6,597,605 9,768,479 9,693,863
SRAf Financial liabilities
UBERAHE R8T Certificates of deposit issued
62 ¢34 at amortised cost 1,815,000 1,814,575 2,205,000 2,208,888

FEMEATHRENEERS - UEMTE®R
TAMRFREE-

The following methods and significant assumptions have been applied
in determining the fair values of financial instruments presented in
above.
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39. Fair values of financial instruments
(Continued)

(a}

(b}

{e)

the fair value of demand deposits and savings accounts with
no specific maturity is assumed to be the amount payable on
demand at the balance sheet date.

the fair value of variable rate financial instruments is assumed to
approximate their carrying amounts and, in the case of loans and
unguoted debt securities, does not, therefore, reflect changes
in their credit quality, as the impact of credit risk is recognised
separately by deducting the amount of the impairment loss and
allowances from both the carrying amount and fair value.

the fair value of fixed rate loans and mortgages carried at
amortized cost is estimated by comparing market interest rates
when the loans were granted with current market rates offered
on similar lpans. Changes in the credit quality of loans within
the portfolio are not taken into account in determining gross
fair values, as the impact of credit risk is recognised separately
by deducting the amount of the impairment loss and allowances
from both the carrying amount and fair value.

the fair value of unquoted equity investments is estimated, if
possible, using applicable price/earnings ratios lor similar listed
companies adjusted to reflect the specific circumstances of the
issuers.

the fair value of forward exchange contracts and interest rate
swaps is estimated either using broker quotes or by discounting
future cash flows. Broker quotes are back tested using pricing
models or discounted cash flow technigues. Future cash flows are
estimated based on management's best estimates of the amount
it would receive or pay to terminate the contract at the balance
sheet date taking into account current market conditions and
the current creditworthiness of the counterparties. The discount
rate used is a market rate for a similar instrument at the balance
sheet date. The fair value of an option contract 15 determined by
applying the Black-Scholes option valuation model. Inputs are
based on market related data at the balance sheet date.
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40.

41,

42,

43.
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40.

41.

42,

43,

Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the year ended 31st
December, 2007

Up to the date of issue of the financial statements, the HKICPA has issued
a number of amendments, new standards and interpretations, which
are not yet effective for the accounting year ended 31st December,
2007 and which have not been adopted in these financial statements.

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations
is expected to be in the pericd of initial application. So far it has
concluded that the adoption of them is unlikely to have a significant
impact on the Group’s results of operations and financial position.

In addition, HKFRS 8, Operating segments, which is effective for annual
periods beginning on or after 1st January, 2009, may result in new or
amended disclosures in the financial statements.

Non-adjusting post balance sheet event

The collateralised debt obligation ("CDOs"} held by the Group were
purchased according to the Bank’s investment guidelines, As at
31st December, 2007, the carrying value of the CDOs amounted to
HK$774,113,000. Since 31st December, 2007, the uncertainties in the
credit and capital market for the CDOs continue, and the fair value of
the CDOs held by the Group further decreased by HK$176,048,000
up to the end of February 2008. However, the unrealised loss on
revaluation can be fully offset by the unrealised gain arising from the
change in credit risk of our perpetual subordinated liabilities measured
at fair value through profit or loss of approximately HK$256,324,000.

Comparative figures

As a result of adopting HKFRS 7, Financial instruments; Disclosures, the
amendments to HKAS 1, Presentation of financial statements: Capital
disclosures and complying with the Banking (Disclosure) Rules, certain
comparative figures have been adjusted to conform with changes in
disclosures in the current year and to show separately comparative
amounts in respect of items disclosed for the first time in 2007. In
addition, certain figures have been reclassified to conform with the
current year's presentation which have been made to facilitate the
comparison of the Group's financial statements with peer banks in
Hong Kong. Further details of these developments and reclassifications
are disclosed in note 4 and under the paragraph " Compliance with the
Banking (Disclosure} Rules” in the "Report of the Directors”.

Approval of the financial statements
These financial statements were approved and authorised for issue by
the Board of Directors on 18th March, 2008.
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Unaudited Supplementary Financial Information

(BB B Forlrir - Batlesh) {Exprassed in thousands of Hong Kong dollars unless otherwise stated)

FEMBERRMERU T ABERAAMHER - £48
FERTEEBIRATER - s T FR2EAELE
BOEE  NMERHUERTSEHWFEDEATT - FiLA
SEEHE S B -

() ExRERERDESLE

The notes to the consolidated financial statements and the following
unaudited supplementary financial information are prepared to comply with
the Banking (Disclosure) Rules. Certain comparative information has not
been provided where the current year is the first year of disclosure and the
provision of the comparative quantitative information is impracticable.

(a) Capital adequacy and liquidity ratios

() WEEZL® (i) Capital adequacy ratio
HFRITRE
The Group
2007 2006
RI2ANBZEERFTRILE Capital adequacy ratio as at 31st December 16.7% 15.2%
B2ANBZHLARTRLLE Core capital adequacy ratio as at 31st December 8.5% 10.9%

[ B B R MR | PR RE3 T () AR A R 1
BXEE MMl FREARKT T
TLF-A-HERZBIRELIAR
i REMAHAHEHEBEERLRET
B e At ARFEzBEARELERT
BEE LR - ARE DA RELLL

EERAUTHEAREER - SFLF+ -
A=+ HZETRBLRZEEER -
FFREFTIZHBAR -

— C.F. Limited

- HIE-RITKBABRAR
-  HIE-RTUER)ARALE
- HIE—ARLF

— HIE-FHFERLE

- EEBERAARNA

— Sunwadell Company Limited
— Technico Limited

~- AFHRITREBAERLT
- KFRITEAARET

- KYRBRAEARAR

—  ATRBEMARAT

- KkFEEERAT

-  KFREUERAMAT

As mentioned in note 37(e} of “Notes to the financial
statements” on the capital management of the Group, new
approaches are used in the calculation of the regulatory capital
and capital charges following the adopticn of the Banking (Capital)
Rules effective from 1st January, 2007. Accordingly, the capital
adequacy ratios of the two years are not directly comparabte.
The Group is not required to present comparative quantitative
information in this respect.

In calculating the capital adequacy ratio of the Group at 31st
December, 2007, the following subsidiaries are excluded from
the basis of consolidation for regulatory reporting purposes:

- C.F. Limited

- Chekiang First Bank (Nominees) Limited

- Chekiang First Bank (Trustees) Limited

- Chekiang First Limited

- Chekiang First Securities Company Limited

- Honfirst Investment Limited

- Sunwadell Company Limited

- Technico Limited

- Wing Hang Bank {Mominees) Limited

- Wing Hang Bank (Trustee) Limited

- Wing Hang Insurance Agency Limited

- Wing Hang Insurance Brokers Limited

- Wing Hang Shares Brckerage Company Limited
- Wing Hang Zurich Insurance Cornpany Limited
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(a) BERZRABESHR(R) (a) Capital adequacy and liquidity ratios

(Continued)
(i) WHFERLE (i) Capital adequacy ratio {Continued)
AFRITEME
The Group
2007 2006
BXERARES Components of capital base:
BOER Core capital
BERTAHTERRA Paid-up ordinary share capital 294,964 294,221
B ACH R Share premium 456,329 378,421
N4 Published reserves 7,110,192 6,541,502
R 2E Profit and loss account 458,498 694,038
p Ak Less: Goadwill (1,306,430} (847,422)
WAl Z A A B Total core capital before deductions 7,013,553 7,060,760
B ELERZIRIER Less: deductions from core capital {134,544) -
BORE ELERRT Total core capital after deductions 6,879,009 7,060,760
FmnER Supplementary capital
ELTAREEHGLER Reserves attributable to fair value gains on revaluation
BENMEL YR R of holdings of land and buildings 196,124 191,836
ELTEREEESS Reserves attributable to fair value losses on revaluation of
nfEHERERMBEAEM holdings of available-for-sale equities and debt securities - (88,791}
B4Rz AR
—RETERR BESE Regqulatory reserve for general banking risks 722,615 417,665
EERHELER Collective impairment allowances 136,263 169,002
kATEMIRE Perpetual subordinated debt 3,120,920 -
HEEMEE Term subordinated debt 2,535,747 2,527,850
ORI 2 B B A48 Total supplementary capital before deductions 6,711,669 3,217,562
R mERZAEE Less: deductions from supplementary capital (134,544) -
BNk Mg FEE Total supplementary capital after deductions 6,577,125 3,217,562
IDEA 7 EAEREH Total capital base before deductions - 10,278,322
AXERARIMHRAELEH Tota! deductions from total capital base - {405,324)
NAEz TR EE Total capita! base after deductions 13,456,134 4.872.998
BOREERMMNEE 2 Total deductions from the core capital and
NABEEES supplementary capital 269,088 405,324
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(a) EAKEZRABESHE(R)

(i) FHRBASLE

(a) Capital adequacy and liquidity ratios

(Continued)

(ii) Average liquidity ratio

S2FEEYRHESLE Average liquidity ratio for the year

EETHRDESHLBIRBELMRTE
FOMAEH - L RERFRERE
ER(&2ERNGAZRERTREBNE
BB ZRBESHRTHE -

(b) BRHWEIRMEFERTH

WESRAMDREANF 2 MEN - YTHAER
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HH Hong Kang
oA Macau

B AL Mainland China
Hil Others

KFHITREM
The Group

2007

50.4%

2006

51.6%

The average fiquidity ratio for the year includes the liquidity
positions of the Bank and certain of its financial subsidiaries,
which is the basis of computation agreed with the Hong Kong
Monetary Authority ("HKMA™), and has been computed in
accordance with the Fourth Schedule to the Hong Kong Banking

Ordinance.

(b) Advances to customers analysed by
geographical area
The geographical information is classified by the geographical location
of the counterparties after taking into account any risk transfer. In
general, such transfer of risk takes place if the claims are guaranteed
by a party in a geographical location which is different from that of the
borrower or if the claims are on an overseas branch of a bank whose
head office is located in another geographical location.

MERITER
The Group
2007

(et

3EAKE

ZEFHER
EPER i Overdue {51 ga
ok FFHZ  advances to REERE BEEH
Gross Impaired customers Individual Collective
advancesto  advances io forover  impairment  impairment
customers  customers 3months  allowances  allowances
60,883,545 259,686 169,857 94,102 111,020
7,310,699 35,615 33,999 1,653 13,327
3,449,322 16,341 6,479 10,193 6,296
2,930,213 13,495 1,255 28 5,344
74,573,779 325,137 217,590 105,976 135,987
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(b) BMESESESERSH ()

Hong Kong
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Others
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Property investment
Advances for the purchase of
other residentiel properiies

Advances for use outside Hong Kong
- Mainland China
-Macau

(b) Advances to customers analysed by
geographical area (Continued)

XFRITRE
The Group
2006

i

3@ALLE

ZEFHE
EFER wE Overdue A1 g
faeg FFRHZ  advancesto SR B
Gross Impaired customers Individual Colfective
advancesto  advances to for over  impairment  impairment
customers customers 3months  allowances  allowances
48,519,063 297,137 228,191 79,304 139,613
5,819,641 48,677 46,935 11,361 16,737
1,673,038 3,824 3,567 1,163 4,808
2,626,495 14,454 3,552 489 7,559
58,638,237 364,092 282,245 92,317 168,717

(c) Further analysis of advances to customers by
industry sectors
The following information concerning the further analysis of advances
to customers by industry sectors is prepared by dlassifying the advances
according to the usage of the advances in respect of industry sectors
which constitute not less than 10% of gross advances to customers.

EERE
88

Gross
advanes 1o
customers

12,7525

16,811,653

12,082,546
9,052,217

AR
660t
ZASH
% of gross
advances
covered by
coltateral

96.8

99.5

785
8956

AFEiTEE
The Gsoup
2007

cad

3BAKE

LEPRE
Overdue fa&m R
advances to HERE HEEE
customers Individual Collective
forover  impaiment  impaimment
3 months allowances allowances
38,781 6,341 16,123
18,665 7,849 21,150
43N 25,150 47,535
26,301 1,653 5,913

FRBE
£
AR
Impairment
alowances
charged
1oincome
statement

during the year

1,248

1,290

2851

FhEE
BHR
impairment
allowances
wilten

off during
the year

533

18,959
8,035
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KIB%E
The Group
2006
FREE
Ciam HHE
BER AL 5T ENEE
HpaE  ZEPER Impairment HEHE
EFEE 2E31H Overdue AR BE alowances  Impaiment
#A®  %ofgoss  advancesto BE%E HELE charged  allowances
Gross advances customers Indwidual Collective to income written
advances to covered by forover  impairment  impairment statement off during
customers collateral 3 months dllowances allowances  during the year the year
nERR Property investment 10,901,148 984 1,046 4,969 21,993 bd 261
RURMEENEZER  Advances for the purchase of
other residential properties 14,692,277 998 43,704 8615 29,052 1,116 N )
EFEHIMERZHER  Acvances for use outside Hong Kong
-9RAk - Mainland China 9,257,219 792 45,148 25,625 69,790 6,763 3,364
-BR - Macau 6,211,056 553 38,705 6,862 5013 - I
(d) BERECBRIEAE (d) Overdue and rescheduled assets
(i) BUREFBRBHZIEFNER (i} Overdue and rescheduled advances to customers
KFRITME
The Group
2007 2006
HEFEHR HEPHR
BRzASL BEsERL
BBRRAEEY Gross advances 1o customers which have % of total % of total
HMEZEFHNEM: been overdue with respect io either &8 advances &8 advances
principal or interest for periods of: Amount to customers Amount to customers
—6BARHU TEMEAL L - 6 months or less but over 3 months 75,297 0.10 44,470 0.08
—1FaRHUTE6EAL L ~ 1 year or less but over 6 months 52,002 0.07 48,222 0.08
1AL - Qver 1 year 90,291 0.12 189,553 0.32
217,590 0.29 282,245 0.48
BN EEAMRE 259 Covered portion of overdue advances 171,578 224,291
BERREERRFRRZ BB Uncovered portion of overdue advances 46,012 57,954
217‘590 282 245
BEBEY. ERGRAE Current market values of collateral hetd
against covered portion of
overdue advances 298,378 299,772
BNER T BEABERER  Individual impairment allowances
made on overdue advances 43,385 57,412

(c) Further analysis of advances to customers by

industry sectors (Continued)
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(d) BYREETBRRBEE(R)
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(d) Overdue and rescheduled assets (Continued)
(i) Overdue and rescheduled advances to customers
(Continued}
Collateral held with respect to overdue advances to customers is
mainly properties and vehicles.

Advances with a specific repayment date are classified as overdue
when the principal or interest is overdue and remains unpaid at
the year end. Loans repayable by regular instalments are treated
as overdue when an instalment payment is overdue and remains
unpaid at year end. Loans repayable on demand are classified
as overdue either when a demand for repayment has been
served on the borrower but repayment has not been made in
accordance with the demand notice, and / or when the loans
have remained continuously outside the approved limit advised to
the borrower for more than the overdue period in question.

Rescheduled advances are those advances which have been
restructured or renegotiated because of a deterioration in the
financial position of the borrower, or of the inability of the
borrower to meet the original repayment schedule and for which
the revised repayment terms are non-commercial to the Group.
Rescheduled advances are stated net of any advances that have
subsequently become overdue for over 3 months and can be
analysed as follows:

HFRITHRE
The Group
2007 2006
EEFER EEFEK
BEZBESR BYEAESHL
% of total % of total
&8 advances to &8 advances to
Amount customers Amount customers
BEREHzEFEHR Rescheduled advances to customers 44,635 0.06 43,729 0.07

R-FF+E+-_AZ+—BR-BFA
F+_A=+—8  ZREHEFRITEE
ZHAT - URBHERATENML®

20
TA°
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There were no advances to banks which were overdue or
rescheduled as at 31st December, 2007 and 31st December,
2006.




(d) BRREECREAEE(N) (d) Overdue and rescheduled assets (Continued)

(i) HiANRE (i) Other overdue assets
KFETER
The Group
2007 2006
Z&HFLCIBH Trade bills which have been overdue with respect 1o either
ZESRE principal or interest for periods of:
-6 AsATEIMALE - 6 months or less but over 3 months 4,179 -
—FHEATEMEALE -1 year or less but over 6 months - 4,934
-1l E ~ Qver 1 year 1,503 1,509
5,682 6,443
(e) BRAFBAEEFAR (e) Non-bank Mainland China exposures
ERFRITREFRRAN - ERRE TR The analysis on non-bank Mainland China exposures includes exposures
REENZRITRBIMBATZER - of the Bank and certain of its subsidiaries on the basis agreed with the
HKMA.
| KFRTRE
! The Group
2007
HEAMK HEAMRK N
! LAz @k LASh 2 22 REER
On-batance  Off-balance bl gk Individual
sheet sheet Total impairment
(BE¥EETEE) {in millions of HK§ equivalent) exposures exposures exposures allowances
3 Maintand entities 3,784 385 4,169 10
BFENzARRMEA  Companies and individuals cutside
MARERZER the Mainland where the credit
is granted for use in the Mainland 8,811 1,139 9,950 16
HibZ B HFMAES  Other counterparties the exposures
HELEZEZRAA to whom are considered by the Group
IERITHEFRR to be non-bank Mainland exposures 248 - 248 -
12,843 1,524 14,367 26
KFRITERE
The Group
2006
AZEAMAR AEAHR &5
BARzER LS ZER REER
On-balance  Off-balance RS Individual
sheet sheet Total impairment
(B S BTEHE) {in millions of HK$ equivalent) exposures exposures exposures allowances
B Mainland entities 2,284 438 2,722 1
HTYRNZ 281 REA Companies and individuals outside
mARBAZ 557 the Mainland where the credit is .
granted for use in the Mainland 7,528 614 8,142 25
HZSEFHMAERR Other counterparties the exposures
EEREREARSEAR  to whom are considered by the Group
IERTTHEFRR to be non-bank Mainland exposures 142 - 142 -
: 9,954 1,052 11,006 26
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(f)

186

BHRE

(f) Cross-border claims

BRMEARDERSHFZNER YEBX
BEEBER - —BRNFE - T TRFATAEE
BB - BB R MRS T AT
Z—HRR - WEAEZETERERBRTZE
NFTT - MR IRITZ M R R R S —FiiEh -

P

TERKE

HALER KR

xH
HitmxRALEER

PR EZEM
B
HAeEUME R

Macau

Mainland China

Other Asia Pacific

United States

Other North and South
American countries

Middle East and Africa

Germany

United Kingdom

Other European countries

The information concerning cross-border claims has been classified

by the gecgraphical location of the counterparties after taking into

account any risk transfer. In general, such transfer of risk takes place if
the claims are guaranteed by a party in a geographical location which

is different from that of the counterparty or if the claims are on an
overseas branch of a bank whose head office is located in another

geographical location.

KERITEMR
The Group
2007
RITRIER
H fib & GO H S NN
Banks and Pukslic
other financial sector Hit &t
institutions entities Cthers Total
3,631 2,365,138 7,550,316 9,919,085 -
2,389,363 220,634 1,856,854 4,466,851
6,959,954 - 2,607,384 9,567,338
1,238,181 311,515 2,619,393 4,169,089
3,326,112 - 1,355,632 4,681,744
6,355 - 41,214 47,569
9,344,325 - 7.613 9,351,938
6,321,940 - 70,161 6,392,101
14,586,050 - 713,632 15,299,682
44,175,911 2,897,287 16,822,199 63,895,397




(f) Cross-border claims {(Continued)

() HREE(R)
e Macau
& Fait Mainiand China
HibTa AR Other Asia Pacific
E e United States
Hitggk Rt EEFR Other North and South

American countries

R EIE Middle East and Africa
= Germany
BE United Kingdom
H fibBUMER Other European countries

(9)
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REER
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(9)

KFHRITEN
The Group
2006
(EH)
(restated)
FBiTEZER

Hit SR NG 25

Banks and Public
other financial sector Hik &35t
institutions entities Others Total
195 2,352,502 5,885,873 8,238,570
2,147,298 138,738 1,085,908 3,371,944
7,350,417 - 1,112,209 8,462,626
1,138,755 301,822 1,821,869 3,262,446
4,152,129 - 1,357,939 5,510,068
8,632 - 2,922 11,554
9,171,920 - 13,417 9,185,337
5,658,352 - 338,407 5,996,759
17,213,063 - 901,774 18,114,837
46,840,761 12,520,318 62,154,141

2,793,062

Certain comparative figures in respect of cross-border claims have been
reclassified to conform with the current year's presentation in relation
to the dassification of the counterparty.

Additional disclosures on credit risk
management

0}

Capital requirement

In calculating the capital adequacy ratio of the Group for
reéulating reporting purposes at 31st December, 2007,
the Group's capital requirements are calculated under the
Standardised (Credit Risk) Approach, except for Wing Hang Bank
(China) Limited and Banco Weng Hang, S.A. which the capital
requirements are calculated under the Basic Approach. The Group
uses the following external credit assessment institutions {(“ECAls"}
to calculate its capital adequacy requirements prescribed in the

Banking (Capital) Rules:

— Fitch Ratings
- Moody's Investors Service, Inc.
— Standard & Poor’s Ratings Services

- Rating and Investment Information, tnc.

187




Rt B % I I 95 W ¥t

Unaudited Supplementary Financial Information

(o) FEAREENEMIRE(H)
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(g) Additional disclosures on credit risk

management (Continued)

(i} Capital requirement (Continued)

The following capital requirement is made by multiplying
the Group's risk-weighted amount derived from the relevant
calculation approach by 8%. it does not reflect the Group’s

actual regulatory capital.

(1) The capital requirements on each class of exposure
calculated under the Standardised (Credit Risk) Approach
at the balance sheet date can be analysed as follow:

Classes of exposure:
- Sovereign
- Public sector entity
- Bank
— Securities firm
- Corporate
- Cash items
- Regulatery retail
- Residential mortgage loans
- Other exposures which are not past due
- Past due

Total capital requirements for on-balance sheet
exposures

- Direct credit substitutes

- Transaction-related contingencies
- Trade-related contingencies

- Other commitments

- Exchange rate contracts

- Interest rate contracts

- Equity contracts

- Credit derivative contracts

Total capital requirements for off-balance sheet
exposures

2007

127
51,183
850,577
315
2,026,879
6,781
617,299
528,032
204,409
12,635

4,308,237

92,789
2,757
21,310
28,706
27,016
7,683
15,031
1,909

197,201

4,505,438
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(g) Additional disclosures on credit risk
management (Continued)
(i) Capital requirement (Continued)
(2) The capital requirements on each class of exposure
calculated under the Basic Approach at the balance sheet
date can be analysed as follow:

2007
Classes of exposure;

— Sovereign 16,364
— Public sector entity 414
— Bank 52,058
- Cash items 2,956
- Residential mortgage loans 229,778
— Other exposures 920,983

Total capital requirements for on-balance sheet
exposures 1,222,553
- Direct credit substitutes 25,446
- Transaction-related contingencies 368
- Trade-related contingencies 4,063
— Other commitments 86,185
- Exchange rate contracts 67

Total capital requirements for off-balance sheet
expasures 116,129
1,338,682

(ii) Credit risk exposures
Credit ratings from above-mentioned ECAIs are used for all
classes of credit exposures mentioned below. The Group follows
the process prescribed in Part 4 of the Banking (Capital) Rules to
map the ratings to the exposures booked in the Bank's banking
book.

189




AEWRAILIG R

Unaudited Supplementary Financial Information

() FERRETHNVEME(H)

(g) Additional disclosures on credit risk

management (Continued)

(i ERER(N) (ii) Credit risk exposures (Continued)
RAEAMRLSHEA - RRRARARE An analysis of the credit risk calculated under Standardised (Credit
(EERMIHTEHINETRRIFH N Risk) Approach by class of exposures at the balance sheet date is as
T follows:
2007
BeakuR
PRRHETA
ABERR
HEREE
ZERR Total
g0 expasure
HER  covered by
RRRERERBR B8 recognied
RigniskzBR BR g Total  guerantees
BR  Exposurss after recognised BRRESE - sxposures  of recoghised
k| creqt risk mitigation Risk-weighted amaunts Totalisk-  covered by wredit
Totat i B BHR BRY B weighted  recognised Gerivalive
expasures Rated Unrated Rated Unrated amounts collateral conracts
REAMEA:  Onbalance Sheet:
—EFTR - Sovereign R0S2 1,126,344 - 1,588 - 1,588 - -
-DERE - Public sector entity 842454 3,198,965 - 639,793 - 639,793 - -
-SBBEART - Multilateral development bank 104,685 104,685 - - - - - -
i - Bank 44,730,948  #4.511,715 4714 10,516,669 115,549 10,632,218 - -
-BHAY - Securities firm 267175 - 7884 - 3942 3,942 259,291 -
-it¥ - Corporate 30,283,758 5,453,461 23,310,701 2,150,281 23,310,701 25,460,982 1,297177 326,864
-RERE - Cash items 508,519 - 508,519 - 84,766 84,766 - -
-EERE - Regulatory retail 10,708,512 - 10,288,300 - 1,116,225 1,116,225 366,175 54,037
—fElE R - Residential mortgage loans 21,062,948 - 18,703,146 - 6600392 6,500,392 IAT 2,356,327
- RibdEBE - Other exposures which are
BB not past due exposures 3,015,198 22,058 2,533,057 22,058 2,533,057 2,555,115 460,083 -
- Rk - Past due exposures 153,219 1042 146177 n 157,560 157,937 116,534 7,043
112555468 54424270 55744998 13330766 40,522,192 53,852,958 2,502,735 274421
BEAMAN - Offbalance sheet:
~BEATE - off-balance sheet
IA%S exposures other
fERGE than OTC derivative
IRaH _ transactions or credit
RARE derivative contracts 1,280,604 58,516 1,008,505 42346 992,114 1,034,460 212,483 5826
RERINRR
~BSMTETR - OTC dervative
x5 transactions 1,683,175 1,045,449 415,215 22212 399,361 621,633 215N -
—{EHFTETR - Credit derivative
& contracts 810,628 3,410 807,218 1,105 807,218 808,923 - -
3,774407 1,108,375 2,231,038 266,323 2,193,693 2465016 434,994 5826
116,329,875 S5532.645  57,976036 13597080 42720885 56317974 2937728 2,750,097
HAAERME  Exposures deducted from
R capital base 269,088

SA LR ZEE M @R ME RS
B HEEME(nER) -
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The above exposures are principal amount or credit equivalent
amount, as applicable, net of individual impairment allowances.
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(iii)
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(1) EXZHFIENEREERR

(g) Additional disclosures on credit risk
management (Continued)
(i) Counterparty credit risk-related exposures calculated

under the Standardised (Credit Risk) Approach

In respect of the Group’s counterparty credit risk. which arises
from over-the-counter (*OTC") derivative transactions, repo-style
transactions and credit derivative contracts (other than recognised
credit derivative contracts), all credit limits are established in
advance of transacting the business and credit and settlement
risk must be correctly captured, monitored and reported in
accordance with the Group risk methodologies. Credit exposures
are measured in book or market value terms depending on the
product involved. These methods of calculating credit exposure
apply to all counterparties or reference entities in transaction.

The policy for secured collaterat on derivatives is guided by the
Group's Loaning Manual ensuring the due-diligenca necessary to
fully understand the effectiveness of netting and collateralisation
by jurisdiction, counterparty, product and agreement type is
fully assessed and that the due-diligence standards are high and
consistently applied.

(1) Analysis of the major classes of its exposures by

ST counterparty type
2007
BT EEITE
IAZS TAAH
OTC derivative Credit derivative
transactions contracts
EBHREE Notional amounts:
—iRf7 - Banks 82,717.413 -
—1tE - Corporates 15,640,675 1,185,058
—Hitt - Others 6,275,591 -
104,633,679 1,185,058
EHEESENNRAT  Credit equivalent amounts or
FE A mENERER net credit exposures net of
pe ki recognised collateral:
— &7 — Banks 1,030,764 -
—f % — Corporates 270,024 810,628
—Htte — Others 159,876 -
1,460,664 810,628
B R Risk-weighted amounts: .
— BT - Banks 219,001 C-
—% - Corporates. 258,583 808,923
—Hft - Others 144,049 -
621,633 808,923

Ro-RSLF+A=+—H - #

RETEEEARS -

2007.

There are no repo-style transactions as at 31st December,
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(9) EERAREENENMMEB(E)  (g) Additional disclosures on credit risk
management (Continued)

(i) BREA(GRBRINEENENZEY (i) Counterparty credit risk-related exposures calculated
FraRAR(N) under the Standardised (Credit Risk) Approach {Continued)
2) XSHFEEHRRINF {2)  Analysis of the counterparty credit risk exposures

2007
BIMTE ERiTE
TAZS TAEH
OTC derivative  Credit derivative
transactions contracts
FEMRERZS - Non-repo style transactions:
—JEERER SN ~ gross total positive fair value which are
R REESEE not repo-style transactions 668,814 1,374
MR H TR A S - Recognised collateral held
before any haircuts:
—RITHER — cash on deposit with the bank 725,377 -
—(isEH - debt securities 47,809 -
—BiRE%H - equity securities 212,369 -
—Hit - others 1,000 -
986,555 -
FHSERERNR Credit equivalent amounts or
FRFsBn] VLR iE net credit exposures net of ’
iz BERFE recognised collateral held 1,460,664 810,628
BB AER Risk weighted amounts 621,633 808,923
REGARENRIEE Notional amount of recognised credit
T ASKHNEEERER derivative contracts which provide

credit potection - -

(3 EEXBHTFEERRNOEHEL (3) Credit derivative contracts which create exposures to
ETAEH counterparty credit risk:
2007
BEER
Nominal amount
ARERSEENEEAS - Used for management of the Group's credit portfolio
—EHR M — Credit default swaps
AR Protection bought 200,000
it R AE Protection sold 985,058

1,185,058
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(iv)
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(g) Additional disclosures on credit risk
management (Continued)
(iv) Credit risk mitigation
The Group's policy provides that netting is only to be applied
where it has the legal right to do so.

Under the Banking {Capital) Rules, recognised netting is
defined as any netting done pursuant to a valid bilateral netting
arrangement. Consistent with the Banking {Capital) Rules,
only bilateral netting arrangements are included for capital
adequacy credit risk mitigation calculation. While the use of
multi-lateral netting arrangement is altowed for internal credit
risk management, it is not a valid credit risk mitigation under the
Banking (Capital) Rules,

Itis the Group's policy that all corporate and institutional facilities
be reviewed (and hence revafued) at least on an annual basis.
Where facilities have been overdue for more than 90 days and
are tangibly secured, the collateral must be revalued not less than
every 3 months.

For residential mortgage loans that are more than 90 days past
due, the mortgaged property must be revalued not less than
every 3 months.

The main types of recognised collateral taken by the Group are
those as stated in Section 80 of the Banking (Capital) Rules,
including {but not limited to) cash on deposit, gold bullion,
equities listed in a main index andfor a recognised exchange and
various recognised debt securities.

As stated in Sections 98 and 99 of the Banking {Capital)
Rules, certain guarantees and credit derivative contracts are
recognised for credit risk mitigation purposes. The main types
of guarantees are from sovereigns, corporate and banks. With
corporate guarantees, in order for it to be recognised as a credit
risk mitigants, it must have a credit rating of A- or better by
Standard & Poor’s Ratings Services, Fitch Ratings and Rating and
Investment Information, In¢, or a credit rating of A3 or better by
Moody's Investors Service.

There were immaterial credit and market risk concentrations

within the credit risk mitigants (recognised collateral and
guaraniees) used by the Group.
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(g) Additional disclosures on credit risk
management (Continued)
(v} Asset securitisation
The Group is an investing institution under asset securitisation
transactions at 31st December, 2007.

Asset securitisation exposures are calculated under the
Standardised {Credit Risk) Approach and Basic Approach.

2007

Classes of exposures:
— Corporate 76,726
Risk-weighted amounts 11,733
Exposures deducted from capital base 18,062

The capital charge for securitisation exposure at the balance sheet
date is:

2007

Capital charge for securitisation exposure 9239
(vi} Market risk capital charge
The capital charge for market risk calculated in accordance with
the Standardised {Market Risk} Approach at the balance sheet
date is as follow:

2007

Capital charge for market risk
- Interest rate exposures {including options} 175,583
— Equity rate exposures {including options) 12,850
- Foreign exchange exposures {including gold and options) 2,819
191,252

(vii) Operational risk capital charge
The capital charge for operational risk calculated in accordance
with the Basic Indicator Approach at the balance sheet date is as
follow:

2007

Capital charge for operational risk 429,447




() EREEREENERIMHE(H)

(viii) BITRANERAR
HERARGETRERELTANHAE
AREANDRRREE - A2RATHHGE
% YHRAEAMAIMMSHERME RE
REESRAERTHER - AT HEES
B2 RONARAFRAEHEIE
MBBRIG - BRI BRREZREAMEDN
FERIRY - MRS HEERESREARN
AL - RN ST RES
MR EARNEEFEERY -

HERNTORGRHCOARZINE
RITH S

— &R EREREARER
— e AR

(ix) @BITHEANTIZAR
F BB R M EM R HEH -

HEERMAFTRIIEH - MM

‘(g) Additional disclosures on credit risk

management (Continued)

(viii) Equity exposures in banking’s book
Investments in equity shares which are intended to be held on
a continuing basis, but which do not comprise investments
in associates or subsidiaries, are classified as available-for-sale
securities and are reported in the balance sheet as “Held-to-
maturity and available-for-sale financial assets”. Available-for-sale
securities are measured at fair value as described in notes 2(fXii)
and (iii} on the financial statements. Included within this category
are investments made by the Group for strategic purposes, which
are subject to additional internal procedures and approvals to
ensure that the investment is in accordance with the Group’s
strategy and 1o ensure compliance with all relevant regulatory
and legal restrictions.

2007
Cumulative realised gains from sales and liquidations 39,764
Unrealised gains:

- recognised in reserve but not through income statement 2,709
- deducted from the supplementary capital -

{ix) Interest rate exposures in banking's book
Interest rate exposures are calculated under the Frice Value of a

Basis Paint ("PVBP“) methodology.

For the information of the nature and measurement of the risk,

R I Z 37 - please refer to note 37(c) of "Notes to the financial statements”.
2007
#T &
HK dollars Us dellars
FEBE00E Interest rate changes by 100 basis points
—BFEA A 1008 - increase / {decrease) in earnings
mhn (Rd) by increasing 100 basis points 53,348 {46,880)
—RBFE T 10082 - (decrease} / increase in earnings
m CGR) 18h by decreasing 100 basis points {53,398) 46,880
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(h) Corporate Governance

The Group is committed to high standards of corporate governance.
The Group has fully complied with the requirements set out in the
guideline on * Corporate Governance of Locally Incorporated Authorised
Institutions” under Supervisory Policy Manual issued by the HKMA.
The Group established a number of committees under the Board
of Directors including the Executive Committee, Credit Committee,
Management Committee, Asset and Liability Management Committee,
Audit Committee, Director Nomination Committee and Remuneration
Committee, The compositions and functions are explained in the
“Corporate Governance Report”. '
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Major Subsidiaries

HPAFERT Banco Weng Hang, §. A.
2T AR BT L L Head Office 241 Avenida de Almeida Ribeiro, Macau
RIS AMBERATF Inchroy Credit Corporation Limited
ns 7 &L TEE0% 712 Head Office 7/F., 60 Gloucester Road, Wanchai
AT ERANBERAGE Wing Hang Credit Limited
- by OF &1 1TiE60R 612 Head Office &/F., 60 Gloucester Road, Wanchai
kYRBARAGH Wing Hang Finance Company Limited
i FE-LITEE0MoE Head Office 9/F., 60 Gloucester Road, Wanchai
ATEHAERALE Wing Hang Shares Brokerage Company Limited
- Xy PR FE 238 Head Office 1/F., Chun Wo Commercial Centre,
feREREPLIER 23 Wing Wo Street, Central
AFRGT(PRIARLT Wing Hang Bank (China) Limited
- E5) AYAB R BES002% Head Office 8/F., Shun Hing Square
ERBSL THET L0 Di Wang Commercial Centre
5002 Shennan Dong Road, Shenzhen
Major Branches
B HONG KONG
: Los BERBEHI6H Head Office 161 Queen’s Road Central
Han BHTIE82R Causeway Bay 82 Percival Street
2l ZEH ORI A M Central B2 New Henry House, 10 Ice House Street
HXTE HLiTiE60R Gloucester Road 60 Gloucester Road
MRE HEBEIg Johnston Road 131 Johnston Road
hig KOWLOON
R HEB298%8 Kowloon 298 Nathan Road
nix H{CH722-2488 Kwun Tong 22-24 Fu Yan Street
A HAiE163 Mongkok Road 16 Mongkok Road
Rty R IHESTE: Shamshuipo 57 Cheung Sha Wan Road
waR NEW TERRITORIES
pedza]: ] RS TR Shatin Plaza Shop 9, Level 1, Shatin Plaza
(3 BEER Tsuen Wan 35 Chung On Street
(] LT RE I B - HIG70M Tuen Mun G70, Phase 1, Tuen Mun Town Plaza
b HILIARBAR Yuen Long 40 Castle Peak Road
PE CHINA
24 PR RES0025k Shenzhen Room 2701, Shun Hing Square
EHEEGME B R P O2701E Di Wang Commercial Centre
5002 Shenpan Dong Road
fLRA Representative Office
1R RHRE Beijing Room 15A, Office Tower, Oriental Kenzo
REPIFPA 4R No. 48 Dongzhimen Wai Street
HAREETIRISAT Dengcheng District
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NOTICEe OF ANNuUal General viecting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Bank will be held at the Bank Reception Hall, 18th Floor, Wing
Hang Bank Building, 161 Queen's Road Central, Hong Kong on Tuesday, 29th April, 2008 at 3:30 p.m. for the following purposes:

1. To receive and consider the financial statements and Reports of the Directors and Independent Auditor for the year ended
31st December, 2007,

2. To declare a final dividend of HK$2.47 per share for the year ended 31st December, 2007;
3. (a) To re-elect Dr Cheng Hon Kwan as Director;
{b) To re-elect Mr Andrew M Gordon as Director,;
(<) To re-elect Mr Aloysius H Y Tse as Director,
4. To authorise the Board of Directors to fix directors’ fees;
5. To re-appoint Auditors and authorise the Directors to fix their remuneration;
As special business, to consider and if thought fit, pass the following resolutions as ordinary resolutions:
6. "THAT,

{a) a general mandate be given to the Directors unconditionally during the Relevant Period to alfot, issue and deal with
additional shares in the capital of the Bank or grant any offers, agreements or options which might require securities
to be issued, allotted or disposed of subject to the restriction that the aggregate number of share capital allotted,
other than for allotment under any share option schemes or employee incentive plan for the time being adopted for
the grant or issue to the employees of the Bank and its subsidiaries of shares of the Bank, and any scrip dividend or

similar arrangement in accordance with the Article of Association of the Bank, shall not exceed 20% of the issued
share capital of the Bank at the date of this Resclution; and

{b) for the purpose of this Resolution:
“Relevant Period” means the period fram the passing of this Resolution until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Bank;

{ii} the expiration of the period within which the next Annual General Meeting of the Bank is required by law to
be held; and

(iii) the revocation or variation of the authority given under this Resclution by ordinary resolution of the
shareholders in general meeting.”
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7. "THAT,

{a) subject to paragraph (b) below, the exercise by the Directors of the Bank during the Relevant Period (as defined in
Resolution No. B(b} in the notice of this meeting) of all the powers of the Bank to purchase shares in the capital of
the Bank be and is hereby generally and uncenditionally approved; and

(b} the aggregate number of shares of the Bank which may be purchased by the Bank on The Stock Exchange of Hong
Kong Limited under the Hong Kong Code on Share Repurchases pursuant to approval in paragraph {(a) above shall
not exceed 10% of the issued share capital of the Bank at the date of this Resolution, and the said approval shall be
limited accordingly. ”

8. “THAT, the general mandate granted to the Directors to allot shares pursuant to the Resolution No. 6 of the notice of this
meeting be and is hereby extended by the addition to the aggregate number of shares which may be allotted or agreed to
be allotted by the Directors pursuant to such general mandate an amount representing the aggregate number of shares
repurchased by the Bank under the authority granted pursuant to the Resolution No. 7 of the notice of this meeting.”

The Register of Members will be closed from Thursday, 24th April, 2008 to Tuesday, 29th April, 2008, both days inclusive, during
which period no share transfers will be registered.

By QOrder of the Board
Louis C W Ho
Director and Secretary

Hong Kong, 18th March, 2008

Notes:

1. In order to qualify for the proposed dividend, all transfers accompanied by the relevant share certificates must be lodged with the Registrars
of the Bank, Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17/F., Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, not later than 4:30 p.m. on Wednesday, 23rd April, 2008.

2z A shareholder entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and, on a poll, vote instead of
him. A proxy need not be a shareholder. All proxies must be deposited at the Registrars of the Bank not later than 48 hours before the time
fixed for holding the Meeting.

3. As a good governance practice, the Chairman intends to demand a poll on each of the resolutions set out in this Notice of Meeting.

4. The proposed final dividend of HK$2.47 per share, if approved, will be paid on or about Friday, 23rd May, 2008 to shareholders whose

names are on the Register of Members on 28th April, 2008.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTLiv 10+

#1293-2(b)

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you
should consult a stockbroker or other registered dealer in securities, a bank manager,
solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in Wing Hang Bank, Limited, you should
at once hand this circular to the purchaser or transferee or to the bank, stockbroker or

other agent through whom the sale or transfer was effected for transmission to the
purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaims

any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this circular. .

WING HANG BANK, LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 302)
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RE-ELECTION OF DIRECTORS ST

AND R
GENERAL MANDATES TO ISSUE SHARES AND 7
TO REPURCHASE SHARES OF THE BANK )

The notice of Annual General Meeting of Wing Hang Bank, Limited to be held at the
Bank’s Reception Hall, 18th Floor, Wing Hang Bank Building, 161 Queen’s Road Central,

Hong Kong on Tuesday, 29th April, 2008 at 3:30 p.m. (“Annual General Meeting”} is set
out in the Bank’s 2007 Annual Report.

Whether or not you are able to attend the Annual General Meeting please complete the
accompanying form of proxy in accordance with the instructions printed thereon and
return it to the Registrars of the Bank, Computershare Hong Kong Investor Services Limited,
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong as soon as possible and in any event not less than 48 hours before the Annual
General Meeting. Completion and delivery of the form of proxy will not preclude you
from attending and voting at the Annual General Meeting should you so wish.

3rd April, 2008




LETTER FROM THE BOARD

WING HANG BANK, LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 302)

Directors: Registered Office:
Dr Patrick Y B Fung 161 Queen’s Road Central
(Chairman and Chicef Executive) Hong Kong

Dr Cheng Hon Kwan, GBS, |P*

Mr Ambrose H C Lau, GBS, JP*

Dr Simon K Y Lee, MBE, |P*

Mr Tung Chee Chen*

Mr Aloysius H Y Tse*

Mr Kenneth A Lopian®

Mr Andrew M Gordon*

Mr Frank ] Wang (Deputy Chief Executive)
Mr Michael Y S Fung (Executive Director)
Mr Louis C W Ho (Executive Director)

*  Independent non-executive directors
*  Non-executive directors

3rd April, 2008
To the shareholders

Dear Sir or Madam,

RE-ELECTION OF DIRECTORS
AND
GENERAL MANDATES TO ISSUE SHARES AND
TO REPURCHASE SHARES OF THE BANK

INTRODUCTION

The purpose of this circular is to seek your approval of proposals:— (i) to re-elect
Directors and (ii) to grant general mandates to the directors of Wing Hang Bank, Limited
(“the Directors”) to issue shares and to repurchase shares of Wing Hang Bank, Limited
{(“the Bank”) and to provide you with information in connection with such proposals.
Your approval will be sought at the forthcoming Annual General Meeting.




LETTER FROM THE BOARD

RE-ELECTION OF DIRECTORS

The Directors retiring by rotation in accordance with the Bank's Articles of Association
are Dr Cheng Hon Kwan, Mr Andrew M Gordon and Mr Tse Hau Yin, Aloysius. The
retiring Directors are eligible and offer themselves for re-election. Details of the Directors
who are proposed to be re-elected at the forthcoming Annual General Meeting are set out
in Appendix I to this circular.

GENERAL MANDATE TO ISSUE SHARES AND TQO REPURCHASE SHARES

At the annual general meeting of shareholders of the Bank held on 26th April, 2007
approval was given by shareholders for the granting of, inter alia, a general mandate to
the Directors to repurchase shares of the Bank on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) up to 10% of the issued share capital of the Bank at the
date of passing the relevant resolution and to add the number of shares repurchased to
the general mandate granted to the Directors to issue additional shares up to an aggregate
number of shares not exceeding 20% of the issued share capital of the Bank at the date of
passing the relevant resolution.

In accordance with the terms of the approval, these general mandates will shortly
expire on 29th April, 2008 upon the conclusion of the forthcoming Annual General Meeting
of the Bank to be held on that day. To keep in line with current corporate practice,
resolutions will be proposed to renew these mandates and the explanatory statement
required by the Listing Rules (the “Explanatory Statement”) to be sent to shareholders in
connection with the proposed share repurchase mandate are set out in the Appendix 1l to
this circular.

At the forthcoming Annual General Meeting, ordinary resolutions, among others,
will be proposed to:-

(i)  grant the Directors a general mandate to allot, issue and deal with additional
shares up to an aggregate number of shares not exceeding 20% of the issued
share capital of the Bank as at the date of the resolution until the next Annual
General Meeting or such earlier period as stated in the ordinary resolution;

(ii) grant the Directors a general mandate to repurchase on the Stock Exchange
shares representing up to 10% of the issued share capital of the Bank as at the
date of the resolution until the next Annual General Meeting or such earlier
period as stated in the ordinary resolution; and

(iii) extend the general mandate which will be granted to the Directors to allot,
issue and deal with additional shares by adding to it the number of shares
repurchased after the granting of the general mandate to repurchase shares.



LETTER FROM THE BOARD

RIGHT TO DEMAND A POLL

Pursuant to Article 69 of the Bank’s Articles of Association, at any general meeting a
resolution put to the vote of the meeting shall be decided on a show of hands unless
(before or on the declaration of the result of the show of hands or on the withdrawal of
any other demand for a poll) a poll is duly demanded. Subject to the Companies Ordinance,
a poll may be demanded by:-

(a)

(b)

(c)

(d)

the chairman of the meeting; or

at least three Members present in person or by proxy and entitled to vote at
the meeting; or

any Member or Members present in person or by proxy and representing in
the aggregate not less than one-tenth of the total voting rights of all Members
having the right to attend and vote at the meeting; or

any Member or Members present in person or by proxy and holding shares
conferring a right to attend and vote at the meeting on which there have been
paid up sums in the aggregate equal to not less than one-tenth of the total
sum paid up on all shares conferring that right.

As a good governance practice, the chairman intends to demand a poll on each of

the resolutions set out in the Notice of Annual General Meeting.

RECOMMENDATION

Your Directors consider that these general mandates are in the interests of the Bank
and its shareholders and accordingly recommend that all shareholders vote in favour of
the resolutions at the forthcoming Annual General Meeting of the Bank.

Yours faithfully,
Patrick Y B Fung
Chairman and Chief Executive




APPENDIX I DETAILS OF RETIRING DIRECTORS
PROPOSED FOR RE-ELECTION

Dr Cheng Hon Kwan, GBS, JP Independent Non-Executive Director and a member of Audit
Committee, Director Nomination Commtittee and Remuneration Committee

Aged 80. Bachelor of Science in Engineering from Tianjin University and Fellow of
Imperial College London. Honorary Fellow, Gold Medallist and Past President of The
Hong Kong Institution of Engineers. Fellow and Gold Medallist of The Institution of
Structural Engineers. Former Member of Executive and Legislative Councils. Past Chairman
of Land and Building Advisory Committee, Transport Advisory Committee, Hong Kong
Housing Authority, Councils of City University and Open University of Hong Kong.
Currently, Independent Non-Executive Director of Tianjin Development Holdings Limited,
Agile Property Holdings Limited, Hang Lung Group Limited and Hang Lung Properties
Limited. Joined the Board of the Bank in 1987.

Dr Cheng does not have any relationship with any directors, senior management or
substantial or controlling shareholders of the Bank. As at the Latest Practicable Date, Dr
Cheng does not have any interest in the Bank’s shares within the meaning of Part XV of
the Securities and Future Ordinance (“SFO™).

There is no service contract between Dr Cheng and the Bank. Dr Cheng has not been
appointed for a specific term and will be subject to retirement by rotation and re-election
in accordance with the articles of association of the Bank. Dr Cheng receives a director’s
fee of HK$150,000 per annum and a fee of HK$150,000 and HK$20,000 being member of
the Audit Committee and Remuneration Committee of the Bank respectively. The fees are
determined by the Board in line with prevailing market condition.

Save as disclosed herein, there are no other matters that need to be disclosed or to
be brought to the attention of the shareholders of the Bank pursuant to Rules 13.51(2)(h)
to {w} of the Listing Rules.

Mr Andrew M Gordon Non-Executive Director and a member of Audit Committee

Aged 46. Obtained BA degree from the University of Exeter, England in 1982. First
joined The Bank of New York Mellon in 1985 in London and received credit training in
New York. Has taken on assignments in Hong Kong, London, Tokyo and now in Hong
Kong as Executive Vice President and General Manager of the Hong Kong Branch of The
Bank of New York Mellon, a substantial shareholder of the Bank. Joined the Board of the
Bank in October 2003.

Save as disclosed herein, Mr Gordon does not have any relationship with any
directors, senior management or substantial or controlling shareholders of the Bank. As at
the Latest Practicable Date, Mr Gordon does not have any interest in the Bank's shares
within the meaning of Part XV of the 5FO.




APPENDIX 1 DETAILS OF RETIRING DIRECTORS
PROPOSED FOR RE-ELECTION

There is no service contract between Mr Gordon and the Bank. Mr Gordon has not
been appointed for a specific term and will be subject to retirement by rotation and re-
election in accordance with the articles of association of the Bank. Mr Gordon receives a
director’s fee of HK$150,000 per annum and a fee of HK$150,000 being member of the
Audit Committee. The fees are determined by the Board in line with prevailing market
condition.

Save as disclosed herein, there are no other matters that need to be disclosed or to
be brought to the attention of the shareholders of the Bank pursuant to Rules 13.51(2)(h)
to (w) of the Listing Rules.

Mr Aloysius H Y Tse Independent Non-Executive Director and a member of Audit Committee

Aged 60. A Fellow of the Institute of Chartered Accountants in England and Wales,
and the Hong Kong Institute of Certified Public Accountants (“HKICPA”). A past president
of the HKICPA. Joined KPMG in 1976 and became a partner in 1984 and retired in March
2003. Non-executive Chairman of KPMG’s operations in the PRC and a member of the
KPMG China Advisory Board from 1997 to 2000. Also serves as Independent Non-Executive
Director of a number of listed companies, including China Construction Bank Corporation,
China Telecom Corporation Limited, CNOOC Limited, Linmark Group Limited and Sinofert
Holdings Limited. Currently Chairman of the International Advisory Council of The
People’s Municipal Government of Wuhan, Joined the Board of the Bank in November
2004.

Mr Tse does not have any relationship with any directors, senior management or
substantial or controlling shareholders of the Bank. As at the Latest Practicable Date, Mr
Tse does not have any interest in the Bank’s shares within the meaning of Part XV of the
SFO.

There is no service contract between Mr Tse and the Bank. Mr Tse has not been
appointed for a specific term and will be subject to retirement by rotation and re-election
in accordance with the articles of association of the Bank. Mr Tse receives a director’s fee
of HK$150,000 per annum, a fee of HK$150,000 being member of the Audit Committee
and a fee of HK$137,000 being supervisor of subsidiaries of Wing Hang Bank Group for
the year 2007. The fees are determined by the respective Board in line with prevailing
market condition.

Save as disclosed herein, there are no other matters that need to be disclosed or to
be brought to the attention of the shareholders of the Bank pursuant to Rules 13.51(2)(h)
to (w) of the Listing Rules.



APPENDIX II EXPLANATORY STATEMENT

The following is the Explanatory Statement required to be sent to shareholders
pursuant to the Listing Rules in connection with the proposed general mandate for
repurchase of shares and also constitutes the memorandum required under section 49BA
of the Companies Ordinance:-

(i)

(i1}

(iii)

(iv)

(v)

(vi)

At the forthcoming Annual General Meeting a resolution will be proposed
that the Directors be given a general mandate to exercise all powers of the
Bank to repurchase on the Stock Exchange fully paid-up ordinary shares of
HK$1.00 each in the capital of the Bank representing up to a maximum of 10%
of the share capital of the Bank in issue on the date the resolution is passed
(the “Repurchase Mandate”). Based on the 294,964,380 shares of HK$1.00 each
in the Bank {“Shares”) in issue as at 31st March, 2008, being the latest
practicable date prior to the printing of this circular (the “Latest Practicable
Date”), the Bank will therefore be allowed under the mandate to repurchase a
maximum of 29,496,438 Shares.

Although the Directors have no present intention of repurchasing any Shares,
they believe that the flexibility afforded by the Repurchase Mandate will be
beneficial to the Bank and its shareholders. Trading conditions on the Stock
Exchange have sometimes been volatile in recent years and if there are
occasions in the future when depressed market conditions arise and Shares
are trading at a discount to their underlying value, the ability of the Bank to
repurchase Shares will be beneficial to those shareholders who retain their
investment in the Bank since their percentage interests in the assets of the
Bank will increase in proportion to the number of Shares repurchased by the
Bank. Furthermore, the Directors’ exercise of the mandate granted under the
Repurchase Mandate may lead to an increased volume of trading in Shares on
the Stock Exchange.

The Directors propose that repurchases of Shares under the Repurchase
Mandate will be financed from the available cash flow or working capital
facilities of the Bank and its subsidiaries. In repurchasing Shares, the Bank
may only apply funds legally available for such purpose in accordance with
the Memorandum and Articles of Association of the Bank and the laws of
Hong Kong,.

There may be material adverse impact on the working capital or gearing
position of the Bank (as compared with the position disclosed in its most
recent published audited financial statements for the year ended 31st December,
2007) in the event that the proposed share repurchases are to be carried out in
full at any time during the proposed repurchase period. However, the Directors
do not propose to exercise the Repurchase Mandate to such extent as will, in
the circumstances, have a material adverse effect on the working capital
requirements of the Bank or the gearing levels which in the opinion of the
Directors are from time to time appropriate for the Bank.

There are no Directors or (to the best of the knowledge of the Directors, having
made all reasonable enquiries) any associates (as defined in the Listing Rules)
of the Directors of the Bank who have a present intention, in the event that
the Repurchase Mandate is granted by shareholders, to sell Shares to the Bank.

The Directors have undertaken to the Stock Exchange to exercise the power of
the Bank to make purchases pursuant to the Repurchase Mandate in accordance
with the Listing Rules and the laws of Hong Kong.

-6 -



APPENDIX 11 EXPLANATORY STATEMENT

(vii) If as a result of a share repurchase a shareholder’s proportionate interest in

the voting rights of the Bank increase, such increase will be treated as an
acquisition for purposes of the Hong Kong Code on Takeovers and Mergers
(“Takeovers Code”). As a result, a shareholder, or group of shareholders acting
in concert, could obtain or consolidate control of the Bank and become obliged
to make a mandatory offer in accordance with Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, Po Ding Company Limited, YKF Holding
Corporation, Tessel Inc., Patrick Y B Fung, Michael Y 5 Fung, Louis C W Ho
and his spouse (who, due to certain trustee arrangements, may potentially be
treated as shareholders acting in concert with each other for the purposes of
the Takeovers Code and shall hereafter be referred to as the “Trustee Parties”)
and BNY International Financing Corporation were interested in aggregate of
65,259,600 and 59,825,053 Shares respectively (representing approximately
22.12% and 20. 28% of the issued share capital of the Bank respectively). In
the event that the Directors exercise the Share Repurchase Mandate in full, the
aggregate interests of the Trustee Parties and BNY International Financing
Corporation would be increased to approximately 24.58% and 22.54% of the
total issued share capital of the Bank respectively. The Directors are not aware
of any consequences which would arise under the Takeovers Code as a
consequence of any purchases pursuant to the Repurchase Mandate.

(viii) No purchases have been made by the Bank of its Shares in the six months

(ix)

(x)

prior to the date of this circular.

No connected persons of the Bank (as defined in the Listing Rules) have notified
it of a present intention to sell Shares of the Bank to the Bank and no such
persons have undertaken not to sell any such Shares to the Bank in the event
that the Repurchase Mandate is granted by shareholders.

The highest and lowest prices at which Shares had traded on the Stock
Exchange in each of the previous twelve months were as follows:—

Highest Lowest

HK$ HK$

2007: April 98.25 90.00
May 94.60 80.55

June 91.15 82.15

July 101.60 83.85
August 102.00 80.50
September 96.75 87.40
October 93.20 86.35
November 100.70 90.70
December 118.00 93.50

2008: January 121.60 88.00
February 116.90 95.00
March 118.60 99.05




EDEH FHDRERE

R T 20 A8 B AT (T 7 T2 1R RS R IR AT B 4 a0 K R R A S A A I A
R IR 2 B 7 - ST A - T B B AN BRI At USSR R

T HERE Y T B K FRITH R E A H Sz WM A R % 30 ] £ 30K
SN o B AT VT SR AT R A A R A R AE R R E SRR A

5 1 0 A 50 5 45 L 48 B0 A B 0 0 80 R BTT LA B 5 9 A OB AT 4T
W » O B e » MRS S5O 4 0 B s (T 4 2 T 7 e R 4 P 2 T
S8 1 £ 18 2 7R 00 14T 24 o

K RATH A

(T s 2 HRA )
(B2 {7 1R 5% 1 302)

ERES
)54
FETERTRORBERSG 2
—RHUERE

KCF AT IR T A SR BRI S UE (BT TR S B
SR P — A SR AT AT RO R BB E K @ (RO ) -
R S 4 K 46 GRAT B R AR R o

WA TRT AR R R SRR B R B R A R SR AR R L BB 2 FR R R
T+ TOT 48 iy 200 o] 280 7% P Sk 48 445 SR 918 i BB B () 10 - /A /N G T 22 () 4R SR AT 2 AR B T AR >
FEPAEHECHARLF - ML AFERFERAAR-AZSHEaP O+ —L
—ZE b AR MR AUREAT LG > BRI O B R A AU A > 35 R 6
E#RE

“EENFMOAZH




EE®XH

K RATHIRA A

(FeAr it it M SE 2 AT IR A A))
(R {2 R 5% © 302)

Hr it B -
Vst i+ (T FHLHFTHABH) i

MR M ¢ 1 £ GBs, JP* BREXKEP—R—
P E B A4 -GBS

4% B % /8 = MBE, [P*

§i1 =97 Ao o

HEM L

Kenneth A Lopian’E 4 *

WE e

FREXRE (BITHER)

USSR Se Ak (BT HH)

A fReE (BT HEFE)

* B FHITIEY

* FEITHE
G GE
EREE
R
FRT'TROEBEKRSG 2
— MR
e

EXHEEHR BTHREFHOERERRGRTATFRITARLF ([FK
T s (THHG) BTRGLABARGZ - BRENZEREE B EAHFHK
BB AR AR R REE R G LR MAE SRR




EEGRH

EREER

FEPESE T - I EREERRETEEKBEHRTANEREANSMER H
ARRAE- RN RN BF R L ERHAETHEN A B R M & —-

RTRORBARGO 2 -BRIERE

RIZZEENA T AHBTZARITRAEERG L BRCHHER TS
RN TERBEBEXSFAMAT (THH]D) BERE SRR ERSRE
ERZHAABTEBTEAI0%ZRG UEAERTRZAHEANARREREBRZE
FRITEHTRA20%Z FHNR G LIS In & REE R4y 2 R 8 E -

HREE R A M2 K i % — R RN ZFTAEWA T HARERTR
UM GOk B & R RE I - B SR BRBLAT 4 R — B ARRIT IR B IR R E M S RN
ifif 2 B b i A U R S R AR R (AR R R A R T AL S R (TR R D)
7% A 8 R B % o

THZEBRBARNMABRACRER G EHA RN R

(i) BTHUREg—HEHEIRE BTAERAANERRARBRBARZHEETER
WA Ko Tl R AT 2 AE R WM AR AT AT IR 4 20% 2 #
A RE 4} 5

(i) RTAFE-RENEHLZHFBEAABRARARBRERBZ HETERRK
G K ol A R R R T 2 AE T EL P AR AT E BATIRA 0% B
Y4

(iii) WK TIEIT G A8 - B AT SR BB AR (0 2 — SRR 1 BIVAN A G 42 4 il 1]
P 4y T o 1] 2 Py O



ESedH

BRUBREFARRZER

R4 ST AR TR A R ool AT MM A ERE 2 R RA LB TR
Jr Ty > BRI OF% B0 4l 22 = 45 S 460 2L IR 222 W A o A A 80 32 7 s e R 22 B2 SR W
@Hﬁ)ﬁAEiﬁﬁEiuﬁk%ﬁﬂﬁ& FER R Z IR T > T3 vl 2R LABESE 77 3¢

FP—

(a)

(b)

(¢}

(d)

K& £ 8

Rt D = 4 8 0 B FEAR TR R T A R K R S 2 ARG 1R

fEf— 2 R AW UYRBFEAREE 2 WA AR SRS IR DR
ARERGPHRERNAZFERNZBEEBBZ T2 —F K

A — 2N LA HESAZENRD R AR TR e RE
@J:ﬁk ZT?EJF'JZHQ%EB?Jﬁé%"‘%ﬂw}éﬁiméﬁﬁﬂék o)y AT

HHRIFEEEREA BN ER AR BOREE G ES P RERY
AR AT ke o

EBRER

MHE R MW — R RS & A R RO 7 B R 32 - 5 4 3 45 R
i SN e Rl A

i fR K

Ut &

£
& e

WY RAFITH B
b-F g

ZHEZNEWAZH




B 8% — EREREEIZEEEN

BESW GBS, PR HAGTHI FHEAG KB ELZAGRIHERGHA

SOME- R K B LTREL HATRLRABE L FEIRMLGRBEETR
EHEHHERNETOR - ARGHLRNECRFGR LSBT HE - SETHL
BEWREE D RERWNEAN CEVNERAORFEREZAG IR MR
B NBRK BT € I o B 5 KO B TR A IR W] EFE R M B IR R AT W A MR AR
MARAFALEEBEARAABLFATES -— LWA-EEMAERTHITE-

1 BUA SR AT Z AR TE A R A T B R R S AT T B AR
TE I3 FO PR AT AT B9 B0 A b 3 S AR IR GBI BN SR R 01D SEXVER BT 45 4 AT 24
{87 Bt 45 H A

W10 SR SRAT Sl 0T S 9T S 4 40 » T 45 2 RS 47 J00 - 3 AR 4 5 4R 7 2 4L
00T 20 0550 96 O AEL AT 00 O AT o 05 R0 o T S0 4 5 4R T MY - 5 85 > e
MABEAGRAMABN T HATRTME AR KAMEEY T -MehiEdeg
2 I8 — R 71T 55 47 90T M o

B A O B 85 41 - MR LA ARAR £ TR 1351 E (w)k 2 BET T IHEE 2
BHEAMGARITRNZ FEH-

TEBEEHATEFRFELELGTHA

461 e — Ju N\ Z 4 HE 35 ) University of Exeter X2 4 8 i o — JL /AN TLAF S A The
Bank of New York Mellon i #4347 & fE & A 42 2 5 HED DI M BAEHF - BB K
BRI > B34 The Bank of New York Mellon HE# 4fTBIT M AR R ARM- —F
FZFETAMARRITER G-

BRAY ML EE AN R R AT HIBER -SEERAR EERRBER
RE THABE 406 AT: 1T B 0% » 76 B 4% FTBRWT 4T H 9 ol 3 065 0 A0 O SRR A AR B 9 RO X IR 61D
55 XVER B 16 A SRAT 22 A A e 43 4 2 o




B &% — EREREA-2ESESN

T Ao B4R SRAT 3 T AT T MR B A > AR SRR SE BB AW U A RE AR AT
ZHBER AR BT BT IR R R WIS E R T
B ECLREGNAMEER T AT -ME h a2 08— B LMo

R P M 4 8 A > MR A LA R BB L TIT R AN 3B 13.51(2)(h) 2 (w2 ML T 20T i 8% 2
R HA G ARITRAMZIEH.

HETRER Y FUTHITRFLLERGMA

O - HMME Ao GR TR MATHESR FHEGFHL
FRIgR-—LEANEMARGE G~ AAMERBHEEBA TR _FF
ZHZABK-—AN-CFE-TETHEERERPEEI RN ER L RER SR
BZRAGZR-YK/EZX LW RAZBLFATER GFPREFV/ITROGAGRL A
PREEERAGARLA PEBEAMARA R MR WA RA R EERE
FR 2> ) » 5 42 T ARG B R 0 S S R R e SR+ — A AR RATH S
fro

e AT Z AR S W B AR B R S E % R R M A (T BAAA
FE R R TEBERIAT H O B A 3 S IR IR (R 5 R I RO SBXVES BT 5 A AT Z AT
o] 7B 47 HE 22 o

o 5 A Bl A R AT o SR BT SL AE ] AR B A9 - I A 8 RS AR N I AR SR A AR AT 2 A
BERHNWRERABC ETHEEE-MNEEURANMEEHEFBN TELWTRAE
B A G AP E HE W U BT KCF RAT R A BB 2 BB A ARl
MEERTZBEt T2 - MehSEFGS2 B RTHTRMEE.

s 7 M 432 5 A R B AR IR B AT BLRI R 1351 EwW 2 B ETATIHE
R AN AMITRIEZEE.




Bff % =

& B B

PTARBEAHAURE ARBRBMZ — RUEBREDRY 7RI 59 &4
R A ARG S 49BA B E T 8 B A 5 8

(i)

(ii)

(iii)

(iv)

(v)

(vi)

ABITRMEZBAALERG L B2 -HRREL DR TAMTENRG—
REVERE A AT AT @ AR AT 2 — YIRE A7 - T I8 22 B 0 18] A SRAT iR A o 1 R E
RERBBZ AARTOLBTEA10% G HEBEY 10002 BERKZ
YRR (TR ) R ABITRZEENFZ A=+ —H o WA T ED
Bz BT 4T H M (TRETERW T AW )) B 84T 25 R 1#%1.00
JCZ A (TG ]) 294,964,380/ 555 - 4 SR AT AR I8 1t TR 432 4 w] B [B] Ay 2 R
Hi29,496,4381% 2 A% 6

i 5 9 T € B AR G (00 A (TR0 0 S5 A I (B PR A AT R T 2 RS MR A B A
WATRHEB R E AR M h RITEEBR R 2 ZRNMUEER R #E &
T 350 5 B 0K T L MU A7 R S e o {1 2 (96 R0 O - o R E 0 U 1 R
OB ER BN AT Z R IRIAF B ERAE A RTHEE
BT 4 VURE AR A SRPT B (B AR 4 B 2 L ) T B e e St B @ AT (8 [
12 18 A% T % P 03 A B S B 2 R 3 e

e Or T TR AR R Y B 4% HE T (A 6 BT R SR i A R AT B R 2
TP B B VT B VST o R T 2 2 R AL EE AR R B U A B
Tk B2 B8 A SRAT LA ST B IR 0 22 R TELZR K | T R O i
¥t

i i ] 5 HE 7% R R o 22 SOl L S0 PN A T B ) e BT A RAT 2 N B &
HEAMRR IARTRF A2 ERFTRBE_FFLF+A=Z+—
H@WEESMBHRERIEE R LE) TRGELETRZAMLE-R
M-HREGEAERRETEWEEFRMeR ARG 2 BE R 2
TeEMAHEAHARTMERMBASZEEARKTIFELTRANNEREZ
i B0 F A7 (8 B [0 42 4

AT 2T CRTET @ JF 00 K ST — 18 WA ) WS 2 HBAL
(3¢ 2 71T S0 2 5 35 ) BB 0 1052 o R R0 0 o 45 M 4 2 4
o

T Te €y () W 28 T 7R vl o A AR 0 b T R B B o ol 0 ) 7 o PR O VR SR 2 AR
FEITEARITHEE B ERES -




B & =

B0 @ 4

(vii)

(viii)

(ix)

i 7 R 6 38 1) 801 S0 P TR 7 A AT B9 380 S b BT A 2 B ) 50 > AR AR
E) Ul R sy U CP SOl sT 00 1) T S 32 S 084 Jon S A AR 0% I AR 443 » R TR B
= SUAT My (49 P R B T I A% 4 GRATT B9 47 T RE R S AR AR AT 9 0 S0 S
i 8 ST HU S5 XA o AR 5 Tl SO o

£ he 4% F B W4T EO - 4R 2 47 R @] - YKF Holding Corporation * Tessel
Inc. ~ UG EER SR IBEER L - AEBAERHRME UTFHBLA 5L
B F— s {5 5L P AR SR <7 B BT o P RE R A — BUT B R R - (R 5
I B L FR A AR SR AT AR 192 65,259,600/ « 4 4 A SR AT B AT IR A 4922.12% -
BNY International Financing Corporation{¥ # 4 8 17 it 7 59,825,053/% > #4
SR A RAT B TRAT A #120. 28% o 0825 B £ I I 45 A A R BRAT 08 - (R AR
F BNY International Financing Corporationf 5 i it #% 43 5l 38 fm % 4 R 17
B SRAT A AR #124.58% [ 22.54% o T30 365 S 2 > o (X147 {5 T £ 408 7T 0
ot %> e I BOR B S N Z R F 2 AR & R -

PR ARz P8 H ORISR A R RRAIT IR A S R Ao
AT HEAE A+ R LR ZERR) NEESREDEASRITR
0T AT LA T IREIRGE o B EHR R R A W ARG 5T
3% 5 B FAHIT-

ARTEAEECZMAMMES A EREZHF 2 RE IR REEFNT:

BE BE

i 5 T

“EFFELFE: MA 98.25 90.00
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A 101.60 83.85
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JLA 96.75 87.40

+ A 93.20 86.35

+—AH 100.70 90.70

+_—H - 118.00 93.50

TEHENE: —H 121.60 88.00
iy 116.90 95.00
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‘£t Note 8)

‘B Note 9)

‘2+ Note 10)

(3£ Note 3)

Co—— MAlINIudl Twvwauudiig
o H OEE R (DFERGISE 107(1)4) = AR1
Companies Registry {Companies Ordinance s. 107(1)) Form

EEHEIg Important Notes

o JERMSHM (MERAH)
MAEABKFA - ‘

@ Please read the accompanying notes before completing this form.

Please print in black ink.

1 /A5 %7f Company Name

4 7 7 5 Company Number

5929

Wing Hang Bank, Limited

2 T ¥ 478 Business Name

N/A

| 3 A FEEA Type of Company

PBEHBETEAN v §f  Please tick the relevant box

[] sRE8aALT
Private Company having a share capital

4 KBz HH Date of this Return

] #t4

Others

AHBERIBOAFNBRELEIIOH/ENRE

The information in this Return is made up to

29

2008

B DD AMM E£YYYY
(IR EREGEALET  XHBRMFARREL R R ETYGE LK
N -RRMBLT IR RBABBRELGREA AL AERAE
A BHFEHRBGRIR i -
For a private company having a share capital, the Information in this Return should
be made up to the anniversary of the date of incorporation. For other companies,
the information should be made up fo the date of the annual general meeting
{AGM) or the date of wrltten resolution passed in lleu of AGM.)
5 5 {MinE R ik Address of Registered Office
161 Queen’s Road Central, Hong Kong
6 £ # ik E-mail Address
# T A % K Presentor's Reference % 47 18 B & M For Official Use
# 44 Name: Wing Hang Bank, Ltd. )
#h 4 Address: 2/F., 161 Queen’s Road Central ,_‘.“:I“J‘ [
Hong Kong >3
- *":‘ (. 3
SR
LI~ D
AN | .
B8 Tel 2852-5752 (M K Fax:  2815-4119 . ==
e
B 5 a4 E-mail Address: Lo 757
it B% Reference: .\r_,

a9 FA%t 2/2004 (§33T) (2004 F 2 A)
Specification No. 2/2004 {Revision) (Feb. 2004)




i

- "l % B

7 ¥ R Mortgages and Charges

REXDBERBY FEARB(ATIKA) FORERKAEAATNEMERREILNER
ERALEHRHEBEME
Total Amount outstanding as of the Date of this Return on ali mortgages and charges which are required
to be registered with the Registrar of Companies pursuant to sections 80 and 82 of the Companies
Ordinance

iz

Nil

8 ERAEAALTMNE BB B Number of Member(s) of a Company Not Having a Share Capital
(B RS2 TN Company having a share capital need not complete this section)

REXFHEOPNRAME

Number of member(s) as at the Date of this Return

9 j¢ & Share Capital
(LXK RY5 BT HREGE 9 B35 10 B Company not having a share capital need not complete sections 9 & 10)

B E XS F B H As at the Date of this Return

EEBEX ERTEEX
Authorized Issued Share Capital
Share Capitai
gRE ERTFERHAN
ER{T BTEG ERTKEHYN E#MExAaE
B 43 5 31 AT {E B % E 8 {E FTEHE (TEERMHE)
Class of Total Number of | Nominal Value | Total Nominal Value | Total Paid up Value
Shares Nominal Value ¥ | Shares issued | of Each Share | of Shares issued ¥ | of Shares Issued +
Issued (excluding premium)
(a) (b) (a) x (b)
Ordinary {HKD450,000,000({295,044,380 HKD1 HKD295,044,380| HKD295,044,380
# 18 %
Total HKD450,000,000{295,044,380 / HKD295,044,380 | HKD295,044,380
)
t AR EA(SIM: BT BX)
Please specify the currency (e.g. HKD, USD)
¥ " H Page?

RO HR LY 2/2004 (3XT) (2004 £ 2 )
Specification No. 2/2004 (Revision) (Feb, 2004)




LB VIR £ "Rk = 8 l 5929

(HNote13) 10 HFEEX AN T WK B 3 F Details of Member(s) of a Company Having a Share Capital
(LK BEBERFE TRIRBA - IFFHIE A 1§88 Use Continuation Sheef A if there is insufficient space)

BEEAPNBOENEBER Details of Member(s) as at the Date of this Return

B 42 55 B Class of Shares Ordinal’y

NLBNBAELE—OREREROBLUA(IRELASHER  UBATRUBERLUIE
TARM FREWMIAH - FRE BOIWANEL BRHLE "HE, —WHEH -

If there have been any transfers of the company's shares since the date of the last Annual Retum (or since
incorporation if this is the first Annual Return), please also provide details of the transfers; the name of the transferee
should be stated in the '‘Remarks’ column.

¥ {4 Shares
BE/ 28 Hh 4 HREER 1§} i i
Name Address Current Transferred Remarks
Holding
B H =]

Number Date

Allotment of 20,000 shares on
9™ May, 2007.

Allotment of 648,880 shares on
25" May, 2007

Allotment of 20,000 shares on
17" August, 2007.

Allotment of 15,000 shares on
5" December, 2007.

Allotment of 80,000 shares on
22" April, 2008.

Names of shareholders please
refer to the CD-ROM attached.

B
Total 295,044,380

$FEZH Paged
1A HAER 2/2004 (#0T) (2004 5 2 B)
Specification No. 2/2004 (Revision) (Feb. 2004)




(5 Note 14)

2t Note 15)

‘¥ Note 16)

{Ef Note 17}

(3 Note 17)

{3+ Note 18)

it Note 15)

rorm £ W w1

11 §4 & Secretary

A. B A#E Individual Secretary
(PGB — L0 A B8 fWEE B 28 Use Continuation Sheet 8 if more than 1 individual secretary)

5929

TREL

Name in Chinese

(A&

ENES

Name in English

HO

Chi Wai, Louis

¥ K Surname

4 = Other Names

A A & A

Previous Names

N/A

Bl

Alias

N/A

Fwad E2, 6/F., 43 Stubbs Road, Hong Kong

Hong Kong
Residential
Address

2 5 i ok

E-mail Address

& 13 @ 8 Identification
a THIDAME

Hong Kong Identity Card Number

b ¥E 4B R

Qverseas Passport

B. £ A B #2E{ & Corporate Secretary

D137860(1)

%% 5% & & Issuing Country &% & Number

(BIREH—5 A AR & SIFMRE B 485 Use Continuation Sheet 8 if more than 1 corporate secrelary)

TR

Name in Chinese

RNAR

Name in English

T 4k
Hong Kong
Address

LigcE okl
E-mail Address

4y 5 18 Bt Company Number
(R BRI BRI A )

{Cniy applicable to body corporate registered in Hong Kong})

{HEAKAEE 2/2004 (#7]) (2004 ££ 2 )
Specification No. 2/2004 (Revislon) (Feb. 2004)

HENE Paged

—




IR RER £ w8 » ¥

12 FE E Director
A. {f A ¥ B Individual Director

IYLY

(B EBATE  FHEE C M Use Continuation Sheet C if more than 2 individual directors)

(1 Note 19) 1 5H

Capacity

ﬁ$

Director

[] erEs

{£ & Alternate to
Alternate Director

FREA

Name in Chinese

NG

XL
Name in English

Cheng

Hon Kwan

% K Sumame

£ F Other Names

MAES

Previous Names

N/A

Bl &

Alias

N/A

‘H Note 20) {F &

Residential
Address

2/F., 20 Broom Road, Hong Kong

& Country

I Note 21) 250 4 ut

E-mail Address

H Note 22) & {3 ™ eq ldentification

a TFHEINBVRE
Hong Kong ldentity Card Number

A181391(1)

b Hoh

Overseas Passport

R HHIE R 22004 (157T) (2004 ££ 2 B)
Specification No. 2/2004 (Revision) {(Feb. 2004)

% B B & Issuing Country E% B2 Number

B|AH Pages




Form £ 2\ 13 ‘ 5929

12 75 I8 Director (itH contd)
(8 Note 19) 2 2% & D BEEER R # Alternate to

Capacity Director Alternate Director

Lab g X N -
Name in Chinese ' ﬂ%ﬁiﬁ T

ENBRL .
Name In English Fung Yuk Bun, Patrick
% K Surname 4 F Other Names
BHRAEH
Previous Names N/ A
i
Alias N/A
B Note 20) tRiz}i:dential F1, 21/F., Villa Monte Rosa, 41A
Address Stubbs Road, Hong Kong
& Country
H Note 21) 2 0 Hh 4t
E-mail Address
i Note 22) 5 {3 ® 88 ldentification
a THEILHBRAE
Hong Kong identity Card Number A692 872(5)
b WAHER
QOverseas Passport
% % B & Issuing Country B8 7% Number

F A H Pageb

{hEAKaYY 2/2004 (ENT) {2004 § 2 )
Specification No. 2/2004 (Revisior) (Feb. 2004)




(Ef Note 19)

(¥ Note 23)

‘I Note 27)

(% Note 19)

Z£ Note 23)

H Note 21)

Form £ wi . |

12 #E 3B Director (#LHE cont'd)
B. # A [ {8 ¥ ¥ Corporate Director

5929

(P BEESEATBES  BFHRE D 888 Use Continuation Sheet D if more than 2 corporate direclors)

1 & [] == [ enas

Capacity Director Alternate Director

8| Alternate to

FTRER

Name in Chinese

RXER

Name in English

3 4k
Address

B & Country

BB ik
E-mail Address

45 R 8 Company Number

(RBFREEREREA )
(Only applicable to body corporate registered in Hong Kong)

2 & [] &= [ grEs

Capacity Director Alternate Director

£ & Alternate to

TREHB

Name in Chinese

RXBH

Name in English

3 41k
Address

& & Country

BEHa
E-mail Address

4 7 16 % Company Number

(RBERETREREATH)
(Only applicable to body corporate registered in Hong Kong)

EOAHR LY 2/2004 (1547) (2004 £ 2 A)
Specification No. 2/2004 {Revision) (Feb. 2004)

B+ H Page7




I Jin # wbk A ¥ L 5929

12 FH I Director @LtE contd)

C. {§ £ ¥ ¥ Reserve Director
(ABEBARRE—LAREBETMEBRERRKRTIEE —HENT ALT Only applicable to a private

company with only one member who is also the sole director of the company)

3 i A

Name in Chinese

RXEH

Name in English

# K Sumame £ % Other Names

LR <=

Previous Names

8l 4,
Allas

(& Note 20) = ab
Residential
Address

% Country

(3 Note 21) "] E Rt
E-mail Address

‘# Note 22) 5 {5 ¥ EF Identification

2 EHRSOBNRE
Hong Kong tdentity Card Number

b W4

Qverseas Passport

B E ZF Issuing Country &% 5 Number

| /\H Page8
1R Ry 2/2004 (P58T) (2004 &£ 2 A)
Spetcification No, 2/2004 {Revision) (Feb. 2004)




‘B Note 24)

S wILY

13 B8 ft R'egisters

AEFEETIHBLEMAO B (MEEFER B SHOEMBERA)
Address where the following registers of the company are kept (if not kept at the Registered Office in Section 5)

¥ B2 ft Register i 5k Address
a HKRATRLM
Register of Members N / A

b MERBRFTAREM

(405894
Register of Debenture N/A
Holders (if any}

14 EEREZXNREFMEENGHEREREH

Period Covered by Accounts Submitted with this Form
(B 20 ETR iR E0E I A private company need not complste this section)

1 1 [ 2007 | = 31 12 | 2007
B 0D A MM fFYYYY H DD E MM £ YYYY

15 B HE & Certificate

(BT RAFHBAL R « NTEE  BRELR )
{This Certificate should only be comp!eted in respect of a private company. If not applicable, please delste.)

ﬁﬂ:’.ﬁ'&ﬂi# Ly Aiﬁ%“?&ﬂ&fﬁﬁ%ﬁﬁ%'Hﬁﬂﬂﬁiﬁ&ﬁﬁ“&ﬁﬁﬁﬁﬁﬁﬁﬂ@
ERP (LFHEE) B 22(NOBRFANHARL - BENNAL -

| certlfy that the .cornpany has not, since the date_of the last Annual Return {or since incorporation if this is the first

29(1)(b) of the Companies Ordinance are not to be included in the calculaticno

AHEREE REE A BRMHE B~ RAHC R BRED-
This Return includes - Continuation Sheet(s) A, - Continuation Sheet(s) B, 8
Continuation Sheet(s) C and - Continuation Sheet(s) D.
#F Signed :
# % Name . Ho CRi Wai, Louis H # Date 3" June, 2008

¥ B Director, /i & Secretary * HDOD / HMM [ £YYYY

*HEE g Delete whichever does not apply

EHHE Page?
1 AH Ea ke 2/2004 (4£AT) (2004 £F 2 )
Specification No. 2/2004 (Revision} {Feb. 2004)




Form /ZT\ |

& B # %= 5 #7 Date of Return Z» B #8 %2 Company Number
29 4 12008 5929
5 DD 3 MM & YYYY

) Details of Individual Director {Section 12A)

(X Note 19) 5% B D BREES & Alternate to
Capacity Director Alternate Director
A

Name in Chinese z%&%

E3 gL . ,

Name in English Fung Yuk Sing, Michael
# K Surname 4 % Other Names

o A e 4

Previous Names N/A

Bl %

Alias N/A
g Noe20)  fEE E2, 21/F., Villa Monte Rosa, 41A

Residential

Address Stubbs Road, Hong Kong

# Country

2 Note 21) 2k
E-mail Address

' Note 22) B {3 R |dentification

a THEHANSG

Hong Kong identity Card Number A863460 (5)

b HWHHEE
Querseas Passport

% BB F Issuing Country 5t B8 Number

{HAAIREL 2/2004 ($557) (2004 £ 2 B)
Specification No. 2/2004 (Revision) (Feb. 2004)




(%t Note 18)

I Note 20}

# Note 21)

it Note 22)

Form /F st \ I

& &1 g % A #f Date of Return

£y 7 £ % Company Number

29

4

2008 5929

I=Relv] A MM

& YYYY

BABEEFN (5 12A 1H) Details of Individual Director {Section 12A)

&1
Capacity

FRES

Name in Chinese

BRI EH

Name in English

R <

Previous Names

B &
Alias

HEuk
Residential
Address

25 4t

E-mail Address

£ {5y 2 95 dentification
a TEHEFOBRDE

;RS |:| BEESE K& Altemate to
Director Alternate Director
Gordon Andrew Michael
¥ K Surname £ = Other Names
N/A
N/A

D1, Helene Garden, 22 Stanley
Beach Road, Stanley, Hong Kong

% Country

Hong Kong Identity Card Number P36298 1 (7)

b HWABR

Overseas Passpon

% B B lssuing Country B8 ® Number

SHBAHERY 2/2004 ($5KT) (2004 £ 2 A)
Specification No. 2/2004 (Revision) (Feb. 2004)




Ui F ad w0

X H# % = #9 Date of Return 2 F#8 ¥t Company Number
29 4 |2008 5929
B bD H MM EYYYY

EABEIEE (5 12A T§) Details of Individual Director (Section 12A)

(£ Note 19) 515 % D BREFE R Alternate to

Capacity Director Alternate Director

FRESL
Name in Chinese {@F{E{ﬁ

BEXES ] . .
Name in English Ho Chi Wal, Louis

% K Surname . £ F Other Names

R <
Previous Names N/A

3 4
Alias N/ A

H Note20)  fE it E2, 6/F., 43 Stubbs Road, Hong Kong

Residential
Address

# Country

& Note 21) =i at
E-mail Address

it Note 22) 5 {3 58 85 ldentification

a EEIODHANDG

Hong Kong Identity Card Number D1 37860(1 )

b WHER

QOverseas Passport

H W B F lssuing Country % % Number

FRBHEE Y 2/2004 (#577) (2004 FF 2 A)
Specification No. 2/2004 {Revision) (Feb. 2004)




LR L RN - -a - -

Z #8282 B 47 Date of Return 4> 8] 8 #t Company Number

29 4 2008 5929

B DD A MM £ YYYY

BABEHEEE (3 12A ) Details of Individual Director (Section 12A)

(2 Note 19) 5% Grig::d D BREEE £ & Alternate to
Capacity ) Director Alternate Director
PR

Name in Chinese %‘J?%ﬁé

BRI R
Name in English Lau Hon Chuen, Ambrose

% & Surname £ F Other Names

(1
Previous Names N/A

3 %

Alias _ N/A

& Note 20) 4t House 6, Severn Hill, 4 Severn Road,

Residential
Address Hong Kong

B # Country

H Note 21) BE

E-mail Address

2% Note 22) & {7 38 87 Identification

a HFESODANRE

Hong Kong Identity Card Number 8984222(0)

b WHHER

Overseas Passport

% 52 B F Issuing Country &% IE Number

THEAHASY 2/2004 (§£37) (2004 £2 2 A)
Specification No. 2/2004 (Revision} (Feb. 2004)



(¥ Note 19)

(¥ Note 20)

It Note 21)

(3 Note 22)

rurn s§F Ll %

Z £ % % H #§ Date of Return

2 B # 5 Company Number

29

4

2008 5929

g bh A MM

FYYYY

BABBEIERE (55 12A 1) Details of Individual Director (Section 12A)

e gl
Capacity

PRESL

Name in Chinese

BEXRA

Name in English

FAES

Previous Names

3 4

Alias

{f 4t

Residential
Address

BE bt

E-mail Address

B {7 B BA ldentification
a THIDBNE

i E D BHHEE {£ & Alternate to

Director Alternate Director

FEHE

Lee Kwok Yin, Simon

% K Surname £ £ Other Names

N/A

N/A

Suite 01, 26/F., The Parkside, Pacific
Piace, 88 Queensway, Hong Kong

B & Country

Hong Kong ldentity Card Number A724363(7)

b WHER

Overseas Passport

% T B % Issuing Country gt B Number

SEUH IR 2/2004 (#217) (2004 £ 2 B)
Specification No, 2/2004 (Revision) (Feb. 2004)



(& Note 19)

(# Note 20)

i Note 21)

"2 Note 22)

L A AR - -=d W ¥

# B $§ ¥ H #7 Date of Return

29 4

2008

50D H MM

EAEEERE (5 12A7)

£ YYYY

2> 8 18 %t Company Number

5929

Details of Individual Director (Section 12A)

=g
Capacity

hR &4

Name in Chinese

RNES

Name in English

RMAES

Previous Names

A&

Alias

14
Residential
Address

B E it

E-mail Address

B {5y ® 88 identification

a BEREBGRBVE
Hong Kong |dentity Card Number

b ®HAER

Qverseas Passport

K& l:l BRAEHHE L& Alternate to

Director Alternate Director

AT

Tse

Hau Yin

% K Surname

# = Other Names

N/A

Aloysius

Lookout, Hong Kong

22 Mount Butler Drive, Jardine's

E & Country

E095631(0)

% B & % tssuing Country &% @ Number

$HRAEI e 2/2004 (#£3T) (2004 E£2 A)
Specification No. 2/2004 (Revision) (Feb. 2004)




(5 Note 19)

(3 Note 20)

‘E£ Note 21)

(5= Note 22}

QI F 11 . 1

2 B 38 % £ #f Date of Return
29 4 12008
g 0D B MM F YYYY

BEAEBEEEE (5 12A )

2 T2 % Company Number

5929

Details of Individual Director {Section 12A)

g6
Capacity

TRESR

Name in Chinese

EXESL

Name in English

HAESR

Previous Names

7 %

Alias

£ ik

Residential
Address

LR ip:ch:id

E-mail Address

5 {388 85 ldentification

a FHREOBRE
Hong Kong ldentity Card Number

b ®WHHER

Overseas Passport

V] &%

Director

BHEEE £ £ Alternate to

Alternate Director

HEIERX,

Tung

Chee Chen

% K Surname

4 £ Other Names

N/A

N/A

Kong

House 15, Strawberry Hill, 8
Plunkett's Road, The Peak, Hong

B % Country

A951930(3)

FHEAISE 2/2004 (#347) (2004 £ 2 )
Specification No. 2/2004 {Revision) (Feb. 2004)

% 5 B & Issuing Country &% (% Number




(&F Note 19)

‘3t Note 20)

¥ Note 21)

‘# Note 22)

1 Wi L -l = ¥

Z B 2R %5 H #f Date of Return

4 H) 8 # Company Number

29 4

2008 5929

B DD A MM

£ YYYY

BAEHREES (OF 12A TH) Details of Individual Director (Section 12A)

&
Capacity

FRESL

Name in Chinese

EXES

Name in English

RIA &S

Previous Names

Bl %
Alias

£ 4k

Residential
Address

25 b it
E-mail Address

B {7 S 85 |dentification

a FHFODERNSE

BB D RERE £ & Alternate to

Director Alternate Director

THREE

Wang Frank John

& & Surname £ % Other Names

N/A

N/A

Flat B, 7/F., Hatton House, 15
Kotewall Road, Hong Kong

B & Country

Hong Kong Identity Card Number P901 893(3)

b #HH MM

Qverseas Passport

# W @ % Issuing Country Bt & Number

UGS 2/2004 (1£1T) (2004 £ 2 B)
Specification No. 2/2004 (Revision) (Feb. 2004}



(i+ Note 4)

 Qnlivadbial | Statement of Particulars ot Subsidiaries

A T R OR (B FVEBIS 128(5)(b) B (SA)b)A) e AC 1
Companies Registry (Companies Ordinance s. 128(5){(b) & (5A)(b}) Form

EEEIH |mportant Notes
e RKRFESH (MERAH) -

HEEBEABKFE - 2 Tl R4 Company Number
® Please read the accompanying notes before completing this form.
Please print in black ink. 5929

1 A H 4 # Company Name

‘ Wing Hang Bank, Ltd.

!

2 AEAEWHR—RIFALAR TRV REERE BN EMNBATNHER
-The particulars of all the Subsidiaries of the Company as at the closing date of the
financial year as stated below are contained in Schedule 1 of this Statement

BB BERY RS H 3
Closing Date of the Financial Year 31 12 2007
H DD A MM EYYYY
EHRREEEE B % o
This Statement includes 2 page(s) of Schedule.
% & Signed

#% % Name - oNehrWarTouis A1 Date - 3 June, 2008

it B Director, /8 & Secretary ” BDD ¢/ HMM [ ZEYYYY

IS TEEE  Delote whichever does not apply

2% A 89K & Presentor’'s Reference M 41 55 & 4@ For Official Use
¥t Name: Wing Hang Bank, Ltd.

Hb ik Address: 2nd Floor, 161 Queen's Road Central
Hong Kong

8% Tel: 2852-5752  {# B Fax: 2815-4119
= &5 #h #E E-mail Address:
¥ 8% Reference:

{ROAMEY 1/2004 (2004 522 A)
Specification No. 1/2004 (Feb. 2004}




2y 7 a3t Company Number

5929

P Kﬁﬁﬁﬁﬂ&ﬁﬁ%%ﬁEﬁﬁﬁ%%Eﬁ
| Class and proportion of the nominal value of
; the issued shares held by ihe Company
; o
! B2 8 4
: (RHMALHBAN)| (RHEALBA)
| RIREH Fr /¥ B 7 19 g Lvigis
| NERE FrERE K B {0 | Ha®R BHa®R
E Company Name Country of Class of Share |Percentage of] Percentage of
| Incorporation Shares Held Shares Held
by the by the Company’s
Company {or Subsidiary {or
its nominge) [ its nominee)
(& Note) (¥ Note)
Banco Weng Hang, S.A. Macau Ordinary 100%
|C.F. Limited Hong Kong Ordinary 100%
Chekiang First Limited Hong Kong Ordinary 100%
C.F. Finance Company Limited Hong Kong Ordinary 100%
C.F. Overseas, Inc. Delaware, USA |Ordinary 100%
Chekiang First Bank (Nominees) |Hong Kong Ordinary 100%
Limited
Chekiang First Bank (Trustee) Hong Kong Ordinary 100%
Limited
Chekiang First Securities Company [Hong Kong Ordinary 100%
Limited
Cheuk Woo Enterprises Company (Hong Kong Ordinary 100%
Limited
Cyber Wing Hang Limited Hong Kong Ordinary 100%
Data Processing Services Limited |Hong Kong Ordinary 100%
Honfirst Investment Limited Hong Kong Ordinary 100%
Honfirst Land Limited Hong Kong Ordinary 100%
Honfirst Property Agency Limited [Hong Kong Ordinary 100%
Inchroy Credit Corporation Limited |Hong Kong Ordinary/ NVD|[100%
Sun Treasure Company Limited  |Hong Kong Ordinary 100%
iSunwadell Company Limited Hong Kong Ordinary 100%
‘Technico Ltd. Hong Kong Ordinary 100%
‘Wing Hang Bank (Cayman) Ltd.  |Cayman Islands |Ordinary 100%
|Wing Hang Bank (Nominees) Ltd. |[Hong Kong Ordinary 100%
iWing Hang Bank (Trustee) Ltd. Hong Kong Ordinary 100%

it Note

HBERDRILRELNBHS P RR - ENHEFENNF 49%H 50% 2 MM F 50%HE 51%
ZE HMARFERBFMNEURPF - REGLHERNCRTROVNAEELEIGE SR (HEE—
MBEREFE)-

The percentage may be stated to the nearest whole number per cent except where it is between 49% and 50% or between
50% and 51%, in either of which cases, it shall be stated to as many decimal places as wouid be required to indicate the
percentage, to one significant figure, of the proportion of the nominal value of the issued shares of that class represented
by one share.

H § Page 1




ifﬁq AC1 (A 2 — odlledule 1)

5929

4 5 % 5% Company Number _

i B B R EEE Particulars of Subsidiaries

i
!
.
!
I

Z&’Aﬁﬁﬁﬁﬁﬁiﬂﬂﬁﬁgﬁﬁﬁﬁﬁﬁfﬁﬂﬂﬁﬁ
Class and proportion of the nominal value of
! the issued shares held by the Company
| BA e
; H4H KB aE
! (RERBZAN) | (RHEAKHZA)
B R FRRHH R & B 2 89
AR FENEZ B 1 27 Bl BAX BA =R
Company Name Country of Class of Percentage of | Percentage of
Incorporation Share Shares Held by|  Shares Held
the Company | by the Company's
{or its Subsidiary (or
nominee) its nominee)
(3 Note) {4 Note)
Wing Hang Bank (China) Ltd. People’s Republic|Ordinary 100%
of China
'Wing Hang Commodities Hong Kong Ordinary 100%
| Company Limited
Wing Hang Credit Limited Hong Kong Ordinary 100%
Wing Hang Finance Company Ltd. |Hong Kong Ordinary 100%
Wing Hang Technologies Limited |Hong Kong Ordinary 67%
Wing Hang Technologies Shenzhen Ordinary 67%
I {Shenzhen) Limited
Wing Hang Financial Holdings British Virgin Ordinary 100%
(BVI) Limited Islands
Wing Hang Insurance Agency Ltd. {Hong Kong Ordinary 100%
Wing Hang Insurance Brokers Ltd. |Hong Kong Ordinary 100%
Wing Hang Shares Brokerage Hong Kong Ordinary 100%
Company Limited
Wing Hang Zurich Insurance Hong Kong Ordinary 65%
Company Limited
%t Note

EEAXRTUBEOMNBHESERA  BNHESEHNTF 49%8E S0%Z RN F S0%E 51%
2 MASARASUNIBUR - BEAGZEIESTRONAHLEINE I R(HEE —
UEHREF)-

The percentage may be stated to the nearest whole number per cent except where it is between 49% and 50% or between
50% and 51%, in either of which cases, it shall be stated to as many decimal places as would be required to indicate the
percentage, to one significant figure, of the proportion of the nominal value of the issued shares of that class represented

by one share. m
‘ " EM Page 2




